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Final Text of Proposed Changes to 

Title 18. Public Revenue 

Regulation 1699. Permits. 

(a) Seller's Permit In General -Number of Permits Required. Every person 
engaged in the business of selling (or leasing under a lease defined as a sale in Revenue 
and Taxation Code section 6006(g)) tangible personal property of a kind the gross 
receipts from the retail sale of which are required to be included in the measure of the 
sales tax, and only a person actively so engaged, is required to hold a seller's permit for 
each place of business in this state at which transactions relating to sales are customarily 
negotiated with his or her customers. For example:, Aa seller's permit is required for a 
branch sales office at which orders are customarily taken or contracts negotiated, whether 
or not merchandise is stocked there. 

No additional permits are required for warehouses or other places at which 
merchandise is merely stored and which customers do not customarily visit for the 
purpose of making purchases and which are maintained in conjunction with a place of 
business for which a permit is held; but at least one permit must be held by every person 
maintaining stocks of merchandise in this state for sale. However, permits are required 
for warehouses or other places at which merchandise is stored and from which retail sales 
of such merchandise negotiated out-of-state are delivered or fulfilled. 

If two or more activities are conducted by the same person on the same premises, 
even though in different buildings, only one seller's permit is required. For example:, A: 
service station operator having a restaurant in addition to the station on the same premises 
requires only one seller's permit for both activities. 

(b) Persons Selling in Interstate Commerce or to United States Government. A 
seller's permit is not required to be held by persons all of whose sales are made 
exclusively in interstate or foreign commerce but a seller's permit is required of persons 
notwithstanding all their sales (or leases under a lease defined as a sale in Revenue and 
Taxation Code section 6006(g)) are made to the United States or instrumentalities 
thereof. 

(c) Persons Selling Feed. Effective April 1, 1996, a seller's permit is not required 
to be held by persons whose sales consist entirely of sales of feed for any form of animal 
life of a kind the products of which ordinarily constitute food for human consumption 
(food animals), or for any form of animal life not of such a kind (nonfood animals) which 
are being held for sale in the regular course of business, provided no other retail sales of 
tangible personal property are made. 

If a seller of hay is also the grower of the hay, this exemption shall apply only if 
either: 

1. The hay is produced for sale only to beef cattle feedlots or dairies, or 



2. The hay is sold exclusively through a farmer-owned cooperative. 

(d) Concessionaires. For the purposes of this regulation, the term concessionaire 
is defined as an independent retailer who is authorized, through contract with, or 
permission of, another retail business enterprise (the prime retailer), to operate within the 
perimeter of the prime retailer's own retail business premises, which to all intents and 
purposes appear to be wholly under the control of that prime retailer, and to make retail 
sales that to the general public might reasonably be believed to be the transactions of the 
prime retailer. Some indicators that a retailer is not operating as a concessionaire are that 
he or she: 

Appears to the public to be a business separate and autonomous from the 
prime retailer. Examples of businesses that may appear to be separate and 
autonomous, while operating within the prime retailer's premises, are those 
with signs posted on the premises naming each of such businesses, those with 
separate cash registers, and those with their own receipts or invoices printed 
with their business name. 
Maintains separate business records, particularly with respect to sales. 
Establishes his or her own selling prices. 
Makes business decisions independently, such as hiring employees or 
purchasing inventory and supplies. 
Registers as a separate business with other regulatory agencies, such as an 
agency issuing business licenses, the Employment Development Department, 
and/or the Secretary of State. 
Deposits funds into a separate account. 

In cases where a retailer is not operating as a concessionaire, the prime retailer is 
not liable for any tax liabilities of the retailer operating on his or her premises. However, 
if a retailer is deemed to be operating as a concessionaire, the prime retailer may be held 
jointly and severally liable for any sales and use taxes imposed on unreported retail sales 
made by the concessionaire while operating as a concessionaire. Such a prime retailer 
will be relieved of his or her obligation for sales and use tax liabilities incurred by such a 
concessionaire for the period in which the concessionaire holds a seller's permit for the 
location of the prime retailer or in cases where the prime retailer obtains and retains a 
written statement that is taken in good faith in which the concessionaire affirms that he or 
she holds a seller's permit for that location with the Board. The following essential 
elements must be included in the statement in order to relieve the prime retailer of his or 
her liability for any unreported tax liabilities incurred by the concessionaire: 

The seller's permit number of the concessionaire 
The location for which the permit is issued (must show the concessionaire's 
location within the perimeter of the prime retailer's location). 
Signature of the concessionaire 
Date 



While any statement, taken timely, in good faith and containing all of these 
essential elements will relieve a prime retailer of his or her liability for the unreported 
sales or use taxes of a concessionaire, a suggested format of an acceptable statement is 
provided as Appendix A to this regulation. While not required, it is suggested that the 
statement from the concessionaire contain language to clarify which party will be 
responsible for reporting and remitting the sales and/or use tax due on his or her retail 
sales. 

In instances where the lessor, or grantor of permission to occupy space, is not a 
retailer himself or herself, he or she is not liable for any sales or use taxes owed by his or 
her lessee or grantee. In instances where an independent retailer leases space from 
another retailer, or occupies space by virtue of the granting of permission by another 
retailer, but does not operate his or her business within the perimeter of the lessor's or 
grantor's own retail business, such an independent retailer is not a concessionaire within 
the meaning of this regulation. In this case, the lessor or grantor is not liable for any sales 
or use taxes owned by the lessee or grantee. 

(e) Agents. If agents make sales on behalf of a principal and do not have a fixed 
place of business, but travel from house to house or from town to town, it is unnecessary 
that a seller's permit be obtained for each agent if the principal obtains a permit for each 
place of business located in California. If, however, the principal does not obtain a permit 
for each place of business located in California, it is necessary for each agent to obtain a 
seller's permit. 

(f) Inactive Permits. A seller's permit may only be held by a person actively 
engaged in business as a seller of tangible personal property. The Board may revoke a 
seller's permit where it finds that the person holding the permit is not actively engaged in 
business as a seller of tangible personal property. 

(1) Any person who holds a seller's permit but is not actively engaged in business 
as a seller of tangible personal property shall promptly surrender the permit by notifying 
the Board to cancel it. 

(2) Except as explained in paragraph (3) of this subdivision, a person holding a 
seller's permit will be held liable for any taxes, interest, and penalties incurred, through 
the date on which the Board is notified to cancel the permit, by any other person who, 
with the permit holder's actual or constructive knowledge, uses the permit in any way. 
For example, a permit holder may be held liable for tax, interest, and penalty actually 
incurred by his or her transferee where the transferee displays the permit in his or her 
place of business, or uses the permit number on a resale certificate, or files sales and use 
tax returns under the permit number. The permit holder has the burden of establishing 
that the Board received notice to cancel the permit. 

(A) The seller's permit holder may notify the Board by delivering the actual 
seller's permit to the Board with the clear request that the permit be canceled. Where the 
reason for cancellation is that the permit holder transfemed the business, the permit holder 



should identify the name and address of the transferee at the time the permit is 
surrendered to the Board. The permit holder may also notify the Board by delivering a 
written statement or email to the Board that the permit holder has transferred or otherwise 
ceased the business, or will do so at a specified time, and requesting that the permit be 
canceled. The statement should identify the name and address of the transferee, if any. 
The permit holder may also provide this notice to the Board orally, but it will be 
presumed that such notice was not provided unless the Board's records reflect that the 
permit holder clearly notified the Board of the cessation or transfer of the business for 
which the permit was held. 

(B) The Board will also be regarded as having received notice of cancellation of 
the seller's permit, and the permit holder will be excused from liability for the tax, 
interest, and penalty incurred by another person using the permit, as of the date the Board 
receives actual notice of transfer of the business for which the permit was issued. It will 
be presumed such notice was not received by the Board unless the Board's records reflect 
that the Board received a clear notice of the cessation or transfer of the business for 
which the permit was held. For example, the Board's receipt of an application for a 
seller's permit from the transferee constitutes sufficient notice if it contains adequate 
information to show that the application pertains to the same business for which the 
permit was held. Notice to another state agency of a transfer or cessation of a business 
does not constitute notice to the Board. Rather, the Board must itself receive actual notice 
of the transfer or cessation of business. 

(3) Where the seller's permit holder does not establish that the Board received 
actual notice of the transfer of the business for which the permit was held and is thus 
liable for the taxes, interest, and penalties incurred by another person using that permit, 
that liability is limited to the quarter in which the business was transferred and the three 
subsequent quarters, and shall not include any penalties imposed on the other person for 
fraud or intent to evade the tax. However, these limitations (liability only for the quarter 
in which the business was transferred and the three subsequent quarters and no fraud or 
intent to evade penalty) do not apply where, after the transfer of the business, 80 percent 
or more of the real or ultimate ownership of that business is held by the permit holder. 
For these purposes, stockholders, bondholders, partners, or other persons holding an 
ownership interest in an entity are regarded as having the "real or ultimate ownership" of 
that entity. 

(g) Due Date of Returns -Closeout of Account on Yearly Reporting Basis. . . . 
(unchanged). 

(h) Buying Companies -General. . . . (unchanged). 

(i) Web Sites. . . . (unchanged). 

(i)Use Tax Permit - Qualified Purchasers. Except for the purchase of a vehicle, 
vessel, or aircraft, a person who meets all of the following conditions is required to 
register and report and pay use tax directly to the Board: 



(1) The person is not required to hold a seller's permit. 

(2) The person is not required to be registered pursuant to Revenue and Taxation 
Code section 6226. 

(3) The person is not a holder of a use tax direct pavment permit as described in 
Revenue and Taxation Code section 705 1.3. 

14) The person receives at least one hundred thousand dollars ($100.000) in moss 
receipts from business operations per calendar year. 

(5) The person is not otherwise registered with the board to report use tax. 

The return must show the total sales price of the tangible personal property 
purchased by the aualified purchaser, the storage, use, or other consumption of which 
became subject to the use tax during the preceding calendar year, for which the qualified 
purchaser did not pay tax to a retailer required to collect the tax or a retailer the qualified 
purchaser reasonably believed was required to collect the tax. Notwithstanding Revenue 
and Taxation Code sections 6451,6452,6452.1, and 6455, the returns for the 2009 
calendar year and subsequent years shall be filed with the Board, together with a 
remittance of the amount of the tax due, on or before April 15 of the succeeding calendar 
year. 

Note: Authority cited: Section 705 1, Revenue and Taxation Code. Reference: Sections 
6066,6067,6070.6071 . l ,  6072,6073,6075 and 6225835, Revenue and Taxation Code. 



State of California 

Office of Administrative Law 


In re: NOTICE OF APPROVAL OF CHANGES 
WITHOUT REGULATORY EFFECT 

Board of Equalization 

Regulatory Action: 	 California Code of Regulations, Title 1, 
Section 100 

Title 18, California Code of Regulations 
I 

Adopt sections: OAL File No. 2010-0202-01 N 
Amend sections: 1699 
Repeal sections: 

The Board of Equalization submitted this action as one without regulatory effect, 
pursuant to title 1, California Code of Regulations, section 100, to amend title 18, 
California Code of Regulations, section 1699 by adding permit and use tax reporting 
requirements for qualified purchasers in accordance with Revenue and Taxation Code 
section 6225 (Ch. 16, Stats. 2009, 4th Ex. Sess. (AB 18)). Amendments also include 
nonsubstantive clarifying amendments for seller's permits, technical amendments, and 
addition of several reference citations. 

OAL approves this change without regulatory effect as meeting the requirements of 
California Code of Regulations, Title 1, section 100. 

Date: 	 311 71201 0 Ri~A/td$.W 
Richard L. Smith 
Staff Counsel 

For: 	 SUSAN LAPSLEY 
Director 

Original: Ramon Hirsig 
Copy: Richard Bennion 



STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor 

OFFICE OF ADMINISTRATIVE LAW 
300 Capitol Mall, Suite 1250 
Sacramento, CA 95814 
(916) 323-6225 FAX (91 6) 323-6826 

SUSAN LAPSLEY 
Director 

MEMORANDUM 

TO: Richard Bennion 

FROM: OAL Front ~ e s @  

DATE: 3/19/2010 

RE: Return of Approved Rulemaking Materials 


OAL File No. 2010-0202-01N 

OAL hereby returns this file your agency submitted for our review (OAL File No. 2010-0202- 
01N regarding Permits). 

If this is an approved file, it contains a copy of the regulation(s) stamped "ENDORSED 
APPROVED" by the Office of Administrative Law and "ENDORSED FILED" by the Secretary 
of State. The effective date of an approved file is specified on the Form 400 (see item B.5). 
(Please Note: The 3oth Day after filing with the Secretary of State is calculated from the date the 
Form 400 was stamped "ENDORSED FILED" by the Secretary of State.) 

DO NOT DISCARD OR DESTROY THIS FILE 

Due to its legal significance, you are required by law to preserve this rulemaking record. 
Government Code section 1 1347.3(d) requires that this record be available to the public and to 
the courts for possible later review. Government Code section 1 1347.3(e) further provides that 
"....no item contained in the file shall be removed, altered, or destroyed or otherwise disposed 
of." See also the Records Management Act (Government Code section 14740 et seq.) and the 
State Administrative Manual (SAM) section 1600 et seq.) regarding retention of your records. 

If you decide not to keep the rulemaking records at your agencyloffice or at the State Records 
Center, you may transmit it to the State Archives with instructions that the Secretary of State 
shall not remove, alter, or destroy or otherwise dispose of any item contained in the file. See 
Government Code section 11347.3(f). 

Enclosures 



State of California 	 Board of Equalization 

M e m o r a n d u m  

TO : 	 Richard Smith ;;'g , yt-> B a $: 2 5  Date. March 17, 201 0 
Attorney 

, r ! t i  * 4  

Office of Administrative Law 
300 Capitol Mall, Suite 1250 
Sacramento, CA 958 14 

From : 	 R i c k  Bennion 
Regulations Coordinator 
Board Proceedings Division, MIC: 80 

Subject : 	 OAL File No. 2010-0202-0lN 
Regulation 1699, Permits 

This memo is to provide you authorization to replace the Form 400 text with the revised text 
sent to you on March 16,2010. 

If you have any questions or comments, please notify me at (916) 445-2130 or email at 
rbennion@boe.ca.gov.-

REB 


http:rbennion@boe.ca.gov
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ble value. Further, the posting of restatements to the 
CBA Web site is a matter of policy, not regulation. 

2. Posting a Restatement Chart Would be 
Duplicative. 

Publicly traded companies are required to rep0l1 re
statements to the Securities and Exchange Commis
sion. where they arc posted to the Electronic Data Gath
ering, Analysis, and Retrieval system (EDGAR). The 
primary purpose of EDGAR is to increase the efficien
cy and fairness of the secUlities market for the benefit of 
investors. corporations, and the economy by accelerat
ing the receipt, acceptance, dissemination, and analysis 
of time sensitive corporate information filed with the 
agency. Everyone has access to EDGAR, and may uti
lize the search engine as needed before making the deci
sion to invest in a public company. FUl1her, publicly 
traded companies are required to post restatements to 
their Web site, where they can be viewed by potential 
investors. 

3. Proposed Regulation is Not a Standard of 
General Application. 

The proposed regulation docs not establish any stan
dard that implements, interprets, or makes specific the 
law enforced by the Board. It seeks to establish a CBA 
policy to post all restatements to its Web site. without 
vetting which, ifany, restatements would be of a materi
al value to the general pUblic. Although the petitioner 
provides a list of restatements, no evidence or docu
mentation is provided outlining actual hanl1 to the 
California public via any of the restated financial re
ports. The proposed regulation does not appear to be 
standard of general application. 

DECISION 

For all the reasons stated above. the rulemaking peti
tion submitted by Mr. Carl Olson is hereby denied. 

/sl 
Patti Bowers 
Executive Officer 
California Board of Accountancy 

SUMMARY OF REGULATORY 
ACTIONS 

REGULATIONS FILED WITH 
SECRETARY OF STATE 

This Summary of Regulatory Actions lists regula
tions filed with the Secretary of State on the dates indi
cated. Copies of the regulations may be obtained by 
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contacting the agency or from the Secretary of State, 
Archives, 10200 Street, Sacramento, CA 95814, (916) 
653-7715. Please have the agency name and the date 
tiled (sec below) when making a request. 

File# 20 1 0-020 1 ~02 
BOARD OF CHIROPRACTIC EXAMINERS 
Chiropractic Specialties 

This regulatory action establishes that for purposes of 
the Department ofIndustrial Relations' Qualified Med
ical Evaluator Eligibility regulation (Division of Work
ers' Compensation, Tillc 8, Calif()rnia Code oCRegula
lions, section 12), thc Board of Chiropractic Examiners 
recognizes only those specialty boards that arc recog
nized by the American Chiropractic Association 
(ACA) or the International Chiropractors Association 
(lCA). 

Title 16 
California Code of Regulations 
ADOPT:3ll.l 
Filed 03/ 16/20 1 0 
Effective 04115/2010 
Agency Contact: 

Dixie Van Allen (916)263~5329 

File#20J 0~0201~03 
BOARD OF EQUAUZATION 
Hearings Recorded 

The Board of Equalization submitted this action as 
one without regulatory effect, pursuant to title 1, 
California Code of Regulations, section lOO( a)( 4), to 
amend title 18, California Code of Regulations, section 
3 J 2( a), by updating a cross~reference to Code of Civil 
Procedure section 2025(1)(2) to Code of Civil Proce
dure section 2025.340, consistent with the renumbering 
ofthe cross-referenced Code of Civil Procedure section 
in A.B. 3081 (Stats. 2004, ch. 182). 

Title 18 
California Code of Regulations 
AMEND: 312(a) 
Filed 03/16/20 10 
Agency Contact: 

Richard Bennion (916 )445~2 J 30 

File# 20 1 O~0202-0l 
BOARDOF EQUAUZATION 
Pernlits 

The Board or Equalization submitted this action as 
one without regulatory effect, pursuant to ti tie 1, 
California Code of Regulations, section 100, to amend 
title 18, California Code of Regulations, section J 699 
by adding pemlit and usc tax reporting requirements for 
qualified purchasers in accordance with Revenue and 
Taxation Code section 6225 (Ch. 16, Stats. 2009, 4th 
Ex. Sess. (AB 18». Amendments also include nonsub-
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stantive claritYing amendmcnts for seller's pennits. 
technical amendments, and addition of several refer
encc citations. 

Title 18 
Cal ifomia Codc of Regulations 
AMEND: 1699 
Fikd 03/17/2010 
Agency C ontac1: 

Richard Bennion (916)445~2130 

Filc# 20 10 -020 I -0 I 
BOARDOF EQUALIZATION 
Property TransfclTcd or Sold by Ccrtain Nonprofit Or
ganizations 

This Scction 100 Change Without Rcgulatory Effect 
codifies in a new subsection (i) the provisions of Reve
nue and Taxation Code section 6018.9 (A.B. 1486 
(Chap. 538. Stats. 2009)). The statutory provisions co
dified in regulation here "provide that a membership 
organization, as described in Section 501 (c) of the In
ternal Revenue Code. is the consumer, and not a retailer. 
of tangible personal property meeting certain require
ments that it provides to its members, so that the retail 
sale subject to tax is the sale of tangible personal proper
ly to the membcrship organization" until January L 
2015. 

Title 18 
Califomia Code of Regulations 
AMEND: 1597 
Filed 03/16/20 I 0 
Agency Contact: 

Richard Bennion (916)445~2130 

Filc# 20 I O~O 129-0 1 
CALIFORNIA GAMBLING CONTROL 
COMMISSION 
Assistancc to Bingo Playcrs with Disabilities 

This is the certification of compliance for regulations 
first adopted as emergency regulations on May 18, 
2009, to obligc operators of bingo games to provide 
specificd kinds of assistance to players \vith disabilities. 

Title 4 
Califomia Code of Regulations 
ADOPT: 12482 
Fikd03/15/2010 
Agency Contact: James Allen (916)263-4024 

Filc#2010-mII01 
DEPARTMENT OF FOOD AND AGRICULTURE 
Light Brown Apple Moth InteriorQuarantine 

This regulatory action cxpands thc quarantinc arca 
for the Light Brmvn Applc Moth (LBAM) (Epiphyas 
postvittana) in the following counties: Marin, Sonoma 
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and San Luis Obispo. This regulatory action adds a new 
quarantine area in the Stockton area of San Joaquin 
County and a new area in the Woodland area of Yolo 
County. 

Titlc3 
Califomia Code of Regulations 
AMEND: 3434(b) 
Filed03/15I2010 
Effective 03/15/20 1 0 
Agency Contact: 

Stephen S. Brown (916)654~1017 

File# 20 I 0--030 1--02 
DEPARTMENT OF FOOD AND AGRICULTURE 
Light Brown Apple Moth Interior Quarantine 

This regulatory action expands the quarantine area 
tor the Light Brown Apple Moth (LBAM) (Epiphyas 
postvittana) in the following connties: Contra Costa, 
Marin, Monterey, Napa, Solano, Sonoma, Los Angeles, 
and San Luis Obispo. It also establishes a new quat'an
tine area of approximately 25 square miles in the Ken
wood area of Sonoma county. 

Title 3 
Califomia Code of Regulations 
AMEND: 3434(b) 
Filed 03/l 0/20 10 
Effective 0311 0/20 1 0 
Agency Contact: 

Stephen S. Brown (916)654~1017 

File# 20 10-0218--04 
DEPARTMENT OF FOOD AND AGRICULTURE 
Oriental Fruit Fly Interior Quarantine 

This regulatory action establishes approximately 84 
square miles in the La Veme area of Los Angeles 
Connty as a quarantine area for the Oriental fruit fly 
("Bactrocera dorsal is "). 

Title 3 
Califomia Code of Regulations 
AMEND: 3423(b) 
Filed 03/17/20 I 0 
Etrective 03/17/20 I 0 
Agency Contact: 

Stephen S. Brown (916)654-1017 

File#20 I 0-0126-02 
DEPARTMENT OF FOOD AND AGRICULTURE 
Light Brown Apple Moth Eradication Area 

Department of Food and Agriculture filed this timely 
certificate of compliance action to make pcm1ancnt the 
amendment to title 3, Califomia Code of Regulations, 
sec. 3591.20(a) adopted as an emergency in OAL File 
Nos. 2009--0617-05 E and 2009-1214-02EE. The 
amendment added San Joaquin County as an additional 
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regulations. On March 18, 20 I 0, OAL notificd the 
Board that OAL disapprovcd this regulatory action for 
failure to comply with specified standards and proce
dures of the Califoll1ia Administrative Proccdure Act 
("APA"). This Decision of Disapproval explains the 
reasons forOAL'saction. 

DECISION 

The rulemaking was disapproved for the following 
reasons: failure to meet the clarity standard of Govern
ment Code section 11349.1; incorrect procedure: fail
ure to make changes to the regulations available to the 
public for comments as required by Govell1ment Code 
section 11346.8; failure to comply \-vith the requirc
ments of title I, CCR. section 20 concerning incorpora
tion by rcference; and for miscellaneous omissions and 
elTors in the accompanying text and documentation. 

Due to the scope of the issues discussed below, OAL 
reserves the light to conduct a complete APA review for 
compliancc with the substantive standards and proce
dural rcquirements of the APA in the event that the 
Board resubmits this rulemaking to OAL for review. All 
APA issucs must be resolved prior to OAL approval of 
any resubmission. 

Date: March 24, 2010 

lsi 
Peggy 1. Gibson 
Staff Counsel 

FOR: SUSAN LAPSLEY 
Director 

Original: RichardDeCuir 
Copy: DonnaKantner 

SUMMARY OF REGULATORY 
ACTIONS 

REGULATIONS FILED WITH 
SECRETARY OF STATE 

This Summary of Rcgulatory Actions lists regula
tions filed with the Secretary of State on the dates indi
calcd. Copies of the regulations may be obtained by 
contacting the agency or from the Secretary of State, 
Archivcs, 10200 Street, Sacramento, CA 95814, (916) 
653 7715. Please have the agency name and the date 
filed (sec below) when making a request. 
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Filc#2010-0202-01 
BOARD OF EQUALIZATION 
Pennits 

The Board of Equalization submitted this action as 
one without regulatOlY effect, pursuant to title I, 
California Code of Regulations, section 100, to amend 
title 18, California Code of Regulations, section 1699 
by adding permit and use tax reporting requirements for 
qualified purchasers in accordance with Revenue and 
Taxation Code section 6225 (Ch. 16, Stats. 2009, 4th 
Ex. Sess. (AB 18»). Amendmenls also include nonsub
stantive clarifying amendments f()r seller's pennits, 
technical amendments, and addition of several refer
ence citations. 

Title 18 
California Code of Regulations 
AMEND: 1699 
Filed 03/17/20 10 
Agency Contact: 

Richard Bennion (916)445-2130 

File# 20 I 0-0317-0 1 
CALlFORNIAFILM COMMISSION 
Califoll1ia Film and Television Tax Crcdit Program 

This rulemaking action adds eight sections to Title 10 
of the California Code of Regulations to implement the 
Califomia Film and Television Tax Credit Program. 
The rulemaking specifics a tax credil application pro
cess and the content ofthe application. It specifics eligi
bility for the tax credit and the kinds of production and 
wage expenditures that qualifY. It specifies the tax cred
it certificate issuance process. It also defines a number 
of terms and incorporates by reference eight forms and 
one set ofaudit instructions necessary to implementing 
the program. 

Title 10 
California Code of Regulations 
ADOPT: 5500, 5501, 5502, 5503, 5504, 5505, 5506, 
5507 
Filed 03/18/201 0 
Effective03!18!201O 
Agency Contact: Terri Toohey (916)768-5638 

File# 20 1 0-0218-04 
DEPARTMENT OF FOOD AND AGRICULTURE 
Oriental Fruit Fly Interior Quarantine 

This regulatory action establishes approximately 84 
square miles in the La Veme area of Los Angeles 
County as a quarantine area for the Oriental fruit fly 
("Bactrocera dorsalis"). 



Regulation 1699 

Section 100 


Index 

1. Form 400 and Proposed Regulation 1699 


2. Addendum to Statement of Explanation 

3. Statement of Explanation 

4. Assembly Bill No. 1486 
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Final Text of Proposed Changes to 

Title 18. Public Revenue 

Regulation 1699. Permits. 

(a) Seller's Permit In General -Number of Permits Required. Every person 
engaged in the business of selling (or leasing under a lease defined as a sale in Revenue 
and Taxation Code section 6006(g)) tangible personal property of a kind the gross 
receipts from the retail sale of which are required to be included in the measure of the 
sales tax, and only a person actively so engaged, is required to hold a seller's permit for 
each place of business in this state at which transactions relating to sales are customarily 
negotiated with his or her customers. For example% Aa seller's permit is required for a 
branch sales office at which orders are customarily taken or contracts negotiated, whether 
or not merchandise is stocked there. 

No additional permits are required for warehouses or other places at which 
merchandise is merely stored and which customers do not customarily visit for the 
purpose of making purchases and which are maintained in conjunction with a place of 
business for which a permit is held; but at least one permit must be held by every person 
maintaining stocks of merchandise in this state for sale. However, permits are required 
for warehouses or other places at which merchandise is stored and from which retail sales 
of such merchandise negotiated out-of-state are delivered or fulfilled. 

If two or more activities are conducted by the same person on the same premises, 
even though in different buildings, only one seller's permit is required. For example\ A_a 
service station operator having a restaurant in addition. to the station on the same premises 
requires only one seller's permit for both activities. 

(b) Persons Selling in Interstate Commerce or to United States Government. A 
seller's permit is not required to be held by persons all of whose sales are made 
exclusively in interstate or foreign commerce but a seller's permit is required of persons 
notwithstanding all their sales (or leases under a lease defined as a sale in Revenue and 
Taxation Code section 6006(g)) are made to the United States or instrumentalities 
thereof. 

(c) Persons Selling Feed. Effective April 1, 1996, a seller's permit is not required 
to be held by persons whose sales consist entirely of sales of feed for any form of animal 
life of a kind the products of which ordinarily constitute food for human consumption 
(food animals), or for any form of animal life not of such a kind (nonfood animals) which 
are being held for sale in the regular course of business, provided no other retail sales of 
tangible personal property are made. 

If a seller of hay is also the grower of the hay, this exemption shall apply only if 
either: 

1. The hay is produced for sale only to beef cattle feedlots or dairies, or 



2. The hay is sold exclusively through a farmer-owned cooperative. 

(d) Concessionaires. For the purposes of this regulation, the term concessionaire 
is defined as an independent retailer who is authorized, through contract with, or 
permission of, another retail business enterprise (the prime retailer), to operate within the 
perimeter of the prime retailer's own retail business premises, which to all intents and 
purposes appear to be wholly under the control of that prime retailer, and to make retail 
sales that to the general public might reasonably be believed to be the transactions of the 
prime retailer. Some indicators that a retailer is not operating as a concessionaire are that 
he or she: 

Appears to the public to be a business separate and autonomous from the 
prime retailer. Examples of businesses that may appear to be separate and 
autonomous, while operating within the prime retailer's premises, are those 
with signs posted on the premises naming each of such businesses, those with 
separate cash registers, and those with their own receipts or invoices printed 
with their business name. 
Maintains separate business records, particularly with respect to sales. 
Establishes his or her own selling prices. 
Makes business decisions independently, such as hiring employees or 
purchasing inventory and supplies. 
Registers as a separate business with other regulatory agencies, such as an 
agency issuing business licenses, the Employment Development Department, 
and/or the Secretary of State. 
Deposits funds into a separate account. 

In cases where a retailer is not operating as a concessionaire, the prime retailer is 
not liable for any tax liabilities of the retailer operating on his or her premises. However, 
if a retailer is deemed to be operating as a concessionaire, the prime retailer may be held 
jointly and severally liable for any sales and use taxes imposed on unreported retail sales 
made by the concessionaire while operating as a concessionaire. Such a prime retailer 
will be relieved of his or her obligation for sales and use tax liabilities incurred by such a 
concessionaire for the period in which the concessionaire holds a seller's permit for the 
location of the prime retailer or in cases where the prime retailer obtains and retains a 
written statement that is taken in good faith in which the concessionaire affirms that he or 
she holds a seller's permit for that location with the Board. The following essential 
elements must be included in the statement in order to relieve the prime retailer of his or 
her liability for any unreported tax liabilities incurred by the concessionaire: 

The seller's permit number of the concessionaire 
The location for which the permit is issued (must show the concessionaire's 
location within the perimeter of the prime retailer's location). 
Signature of the concessionaire 
Date 



While any statement, taken timely, in good faith and containing all of these 
essential elements will relieve a prime retailer of his or her liability for the unreported 
sales or use taxes of a concessionaire, a suggested format of an acceptable statement is 
provided as Appendix A to this regulation. While not required, it is suggested that the 
statement from the concessionaire contain language to clarify which party will be 
responsible for reporting and remitting the sales and/or use tax due on his or her retail 
sales. 

In instances where the lessor, or grantor of permission to occupy space, is not a 
retailer himself or herself, he or she is not liable for any sales or use taxes owed by his or 
her lessee or grantee. In instances where an independent retailer leases space from 
another retailer, or occupies space by virtue of the granting of permission by another 
retailer, but does not operate his or her business within the perimeter of the lessor's or 
grantor's own retail business, such an independent retailer is not a concessionaire within 
the meaning of this regulation. In this case, the lessor or grantor is not liable for any sales 
or use taxes owned by the lessee or grantee. 

(e) Agents. If agents make sales on behalf of a principal and do not have a fixed 
place of business, but travel from house to house or from town to town, it is unnecessary 
that a seller's permit be obtained for each agent if the principal obtains a permit for each 
place of business located in California. If, however, the principal does not obtain a permit 
for each place of business located in California, it is necessary for each agent to obtain a 
seller's permit. 

(f) Inactive Permits. A seller's permit may only be held by a person actively 
engaged in business as a seller of tangible personal property. The Board may revoke a 
seller's permit where it finds that the person holding the permit is not actively engaged in 
business as a seller of tangible personal property. 

(1) Any person who holds a seller's permit but is not actively engaged in business 
as a seller of tangible personal property shall promptly surrender the permit by notifying 
the Board to cancel it. 

(2) Except as explained in paragraph (3) of this subdivision, a person holding a 
seller's permit will be held liable for any taxes, interest, and penalties incurred, through 
the date on which the Board is notified to cancel the permit, by any other person who, 
with the permit holder's actual or constructive knowledge, uses the permit in any way. 
For example, a permit holder may be held liable for tax, interest, and penalty actually 
incurred by his or her transferee where the transferee displays the permit' in his or her 
place of business, or uses the permit number on a resale certificate, or files sales and use 
tax returns under the permit number. The permit holder has the burden of establishing 
that the Board received notice to cancel the permit. 

(A) The seller's permit holder may notify the Board by delivering the actual 
seller's permit to the Board with the clear request that the permit be canceled. Where the 
reason for cancellation is that the permit holder transferred the business, the permit holder 



should identify the name and address of the transferee at the time the permit is 
surrendered to the Board. The permit holder may also notify the Board by delivering a 
written statement or email to the Board that the permit holder has transferred or otherwise 
ceased the business, or will do so at a specified time, and requesting that the permit be 
canceled. The statement should identify the name and address of the transferee, if any. 
The permit holder may also provide this notice to the Board orally, but it will be 
presumed that such notice was not provided unless the Board's records reflect that the 
permit holder clearly notified the Board of the cessation or transfer of the business for 
which the permit was held. 

(B) The Board will also be regarded as having received notice of cancellation of 
the seller's permit, and the permit holder will be excused from liability for the tax, 
interest, and penalty incurred by another person using the permit, as of the date the Board 
receives actual notice of transfer of the business for which the permit was issued. It will 
be presumed such notice was not received by the Board unless the Board's records reflect 
that the Board received a clear notice of the cessation or transfer of the business for 
which the permit was held. For example, the Board's receipt of an application for a 
seller's permit from the transferee constitutes sufficient notice if it contains adequate 
information to show that the application pertains to the same business for which the 
permit was held. Notice to another state agency of a transfer or cessation of a business 
does not constitute notice to the Board. Rather, the Board must itself receive actual notice 
of the transfer or cessation of business. 

(3) Where the seller's permit holder does not establish that the Board received 
actual notice of the transfer of the business for which the permit was held and is thus 
liable for the taxes, interest, and penalties incurred by another person using that permit, 
that liability is limited to the quarter in which the business was transferred and the three 
subsequent quarters, and shall not include any penalties imposed on the other person for 
fraud or intent to evade the tax. However, these limitations (liability only for the quarter 
in which the business was transferred and the three subsequent quarters and no fraud or 
intent to evade penalty) do not apply where, after the transfer of the business, 80 percent 
or more of the real or ultimate ownership of that business is held by the permit holder. 
For these purposes, stockholders, bondholders, partners, or other persons holding an 
ownership interest in an entity are regarded as having the "real or ultimate ownership" of 
that entity. 

(g) Due Date of Returns -Closeout of Account on Yearly Reporting Basis. . . . 
(unchanged). 

(h) Buying Companies -General. . . . (unchanged). 

(i) Web Sites. . . . (unchanged). 

(i)Use Tax Permit - Qualified Purchasers. Except for the purchase of a vehicle, 
vessel, or aircraft. a person who meets all of the following conditions is required to 
register and report and pay use tax directly to the Board: 



(1) The person is not required to hold a seller's permit. 

(2) The person is not required to be registered pursuant to Revenue and Taxation 
Code section 6226. 

(3) The person is not a holder of a use tax direct payment permit as described in 
Revenue and Taxation Code section 705 1.3. 

(4) The person receives at least one hundred thousand dollars ($100,000) in gross 
receipts from business operations per calendar year. 

(5) The person is not otherwise registered with the board to report use tax. 

The return must show the total sales price of the tangible personal property 
purchased by the qualified purchaser, the storage, use, or other consumption of which 
became subject to the use tax during the preceding calendar year, for which the qualified 
purchaser did not pay tax to a retailer required to collect the tax or a retailer the qualified 
purchaser reasonably believed was required to collect the tax. Notwithstanding Revenue 
and Taxation Code sections 645 1, 6452,6452.1, and 6455, the returns for the 2009 
calendar year and subsequent years shall be filed with the Board, together with a 
remittance of the amount of the tax due, on or before April 15 of the succeeding calendar 
year. 

Note: Authority cited: Section 705 1, Revenue and Taxation Code. Reference: Sections 
6066,6067,6070,6071.1,6072,6073,6075 and 6225075, Revenue and Taxation Code. 



Addendum to 

Statement of Explanation for 


Changes to Title 18. Public Revenue 


Regulation 1699, Permits 

I. Formatting Issues 

The Board has revised the proposed text of the Rule 100 (Cal. Code Regs., tit. 1, 5 100) 
changes to Regulation 1699 to conform to the format used in the text printed in Barclays 
California Code of Regulations. As a result, all of the subdivisions and paragraphs are 
now aligned to the left and begin with a one-half inch indent, with the exception of the 
bullets in subdivision (d). The bullets are each indented one-half of an inch and then all 
of the text in the bullets is indented three quarters of an inch. In addition, the text of 
Regulation 1699, subdivision (a), has been revised so that it only contains three 
paragraphs, instead of five; the first paragraph ends with a sentence that begins with the 
phrase "For example, a seller's permit"; and the third paragraph ends with a sentence that 
begins with the phrase "For example, a service station . . . ." (See attached Final Text of 
Proposed Changes.) 

11. Reference to Regulation 1685 

The Board has decided to delete the reference to Regulation 1685 from the original text 
of the Rule 100 changes adding Regulation 1699, subdivision Cj)(3), as indicated in the 
attached Final Text of Proposed Changes, because the reference is not necessary. 

111. Retroactivity 

The Board does not believe that the proposed Rule 100 changes adding subdivision (j) to 
Regulation 1699 have a retroactive effect, and, in fact, the Board does not believe they 
have any regulatory effect at all. 

Revenue and Taxation Code section (section) 6452, subdivision (b), requires every 
person purchasing tangible personal property, the storage, use, or other consumption of 
which is subject to the use tax (consumer) and who has not paid the use tax due to a 
retailer required to collect the tax, to file a use tax return. And, section 6454 requires 
consumers to remit their use taxes with their returns. 



Prior to the enactment of section 6225, the Board exercised its discretion, under section 
6455, to require consumers to report their use taxes to the Board on an annual, calendar- 
year basis, and file their returns by January 31 of the year following the close of each 
annual reporting period,' unless the consumers elected, pursuant to section 6452.1, to 
report their use taxes on timely income tax returns filed with the Franchise Tax Board 
(FTB) by April 15. This means that prior to the enactment of section 6225 a consumer 
would have been required to report use tax for calendar year 2009 on a use tax return 
filed with the Board by January 3 1, 201 0, or on an income tax return filed with the FTB 
by April 15,2010. 

The enactment of section 6225, created the statutorily designated sub-class of consumers 
referred to as "qualified purchasers," effective January 1,20 10. It also required 
"qualified purchasers" to register with the Board, which they were not previously 
required to do, and required all "qualified purchasers" to file their annual use tax returns 
with the Board by April 15, instead of January 3 1. Therefore, as of January 1,201 0, 
section 6225 required "qualified purchasers" to register with the Board on a prospective 
basis. Section 6225 also extended the due date for filing qualified purchasers' use tax 
returns for the calendar year 2009 from January 31, 2010, to April 15,201 0, and similarly 
extended the due dates of their subsequent years' returns, on a prospective basis. 

The Board believes that section 6225 cannot be interpreted to require "qualified 
purchasers" to register before it became effective nor effect the due dates of use tax 
returns for calendar years prior to 2009 because those returns would have already been 
due well before the effective date of section 6225. For example, use tax returns for 
calendar years 2007 and 2008, were due on January 31,2008, and January 31,2009, 
respectively. Therefore, the Board does not believe that the proposed Rule 100 changes 
adding Regulation 1699, subdivision Cj), to incorporate the provisions of section 6225 
have a retroactive effect, and the Board does not believe that subdivision Cj) has any legal 
effect beyond that of section 6225. 

Furthermore, section 705 1 provides that: 

The board shall enforce the provisions of this part and may prescribe, 
adopt, and enforce rules and regulations relating to the administration and 
enforcement of this part. The board may prescribe the extent to which any 
ruling or regulation shall be applied without retroactive effect. 

Therefore, the Board is authorized to adopt retroactive sales and use tax regulations and, 
for purposes of construction, the Board's sales and use tax regulations are presumed to be 
retroactive, unless otherwise specified by the Board. As such, the Board believes that 
any retroactive effect the proposed Rule 100 changes may have, if any, is authorized by 
section 705 1. 

' See Board Publication 79b, California Use Tax -For Purchases Made from Out-of-State Businesses, and 
the use tax return, form BOE-401-DS REV. 2 (3-09), included therein. 

2 



IV. Reference Note 

The Board has determined that the proposed Rule 100 changes to the reference note for 
Regulation 1699 may cite statutes that are not being interpreted, implemented, or made 
specific by Regulation 1699. Therefore, the Board has reviewed the citations and revised 
the proposed text of the reference note to cite: 

Section 6066 requiring sellers to apply for seller's permits; 

Section 6067 regarding the issuance and display of seller's permits; 

Section 6070 providing for the revocation of seller's permits; 

Section 6071.1 imposing liabilities on inactive permit holders who fail to 

surrender, and allow others to continue to use, their seller's permits; 

Section 6072 requiring that inactive permit holders surrender their permits 

forthwith; 

Section 6073 authorizing the Board to require that the operators of swap meets, 

flea markets, and special events at which tangible personal property are sold 
(concessionaires) verify that each person selling tangible personal property at their 
events holds a valid seller's permit; 
Section 6075 exempting specified persons selling feed from the seller's permit 
requirements; and 
Section 6225 imposing the new registration requirements on "qualified 
purchasers." 

(See attached Final Text of Proposed Changes.) The Board has determined that each of 
these statutes is being implemented, interpreted, or made specific by the current language 
of Regulation 1699 or the proposed Rule 100 changes to Regulation 1699. 



Final Text of Proposed Changes to 

Title 18. Public Revenue 

Regulation 1699. Permits. 

(a) Seller's Permit In General -Number of Permits Required. Every person 
engaged in the business of selling (or leasing under a lease defined as a sale in Revenue 
and Taxation Code section 6006(g)) tangible personal property of a kind the gross 
receipts from the retail sale of which are required to be included in the measure of the 
sales tax, and only a person actively so engaged, is required to hold a seller's permit for 
each place of business in this state at which transactions relating to sales are customarily 
negotiated with his or her customers. For example:, Aa seller's permit is required for a 
branch sales office at which orders are customarily taken or contracts negotiated, whether 
or not merchandise is stocked there. 

No additional permits are required for warehouses or other places at which 
merchandise is merely stored and which customers do not customarily visit for the 
purpose of making purchases and which are maintained in conjunction with a place of 
business for which a permit is held; but at least one permit must be held by every person 
maintaining stocks of merchandise in this state for sale. However, permits are required 
for warehouses or other places at which merchandise is stored and from which retail sales 
of such merchandise negotiated out-of-state are delivered or fulfilled. 

If two or more activities are conducted by the same person on the same premises, 
even though in different buildings, only one seller's permit is required. For example:, Aa 
service station operator having a restaurant in addition to the station on the same premises 
requires only one seller's permit for both activities. 

(b) Persons Selling in Interstate Commerce or to United States Government. A 
seller's permit is not required to be held by persons all of whose sales are made 
exclusively in interstate or foreign commerce but a seller's permit is required of persons 
notwithstanding all their sales (or leases under a lease defined as a sale in Revenue and 
Taxation Code section 6006(g)) are made to the United States or instrumentalities 
thereof. 

(c) Persons Selling Feed. Effective April 1, 1996, a seller's permit is not required 
to be held by persons whose sales consist entirely of sales of feed for any form of animal 
life of a kind the products of which ordinarily constitute food for human consumption 
(food animals), or for any form of animal life not of such a kind (nonfood animals) which 
are being held for sale in the regular course of business, provided no other retail sales of 
tangible personal property are made. 

If a seller of hay is also the grower of the hay, this exemption shall apply only if 
either: 

1. The hay is produced for sale only to beef cattle feedlots or dairies, or 



2. The hay is sold exclusively through a farmer-owned cooperative. 

(d) Concessionaires. For the purposes of this regulation, the term concessionaire 
is defined as an independent retailer who is authorized, through contract with, or 
permission of, another retail business enterprise (the prime retailer), to operate within the 
perimeter of the prime retailer's own retail business premises, which to all intents and 
purposes appear to be wholly under the control of that prime retailer, and to make retail 
sales that to the general public might reasonably be believed to be the transactions of the 
prime retailer. Some indicators that a retailer is not operating as a concessionaire are that 
he or she: 

Appears to the public to be a business separate and autonomous from the 
prime retailer. Examples of businesses that may appear to be separate and 
autonomous, while operating within the prime retailer's premises, are those 
with signs posted on the premises naming each of such businesses, those with 
separate cash registers, and those with their own receipts or invoices printed 
with their business name. 
Maintains separate business records, particularly with respect to sales. 
Establishes his or her own selling prices. 
Makes business decisions independently, such as hiring employees or 
purchasing inventory and supplies. 
Registers as a separate business with other regulatory agencies, such as an 
agency issuing business licenses, the Employment Development Department, 
andlor the Secretary of State. 
Deposits funds into a separate account. 

In cases where a retailer is not operating as a concessionaire, the prime retailer is 
not liable for any tax liabilities of the retailer operating on his or her premises. However, 
if a retailer is deemed to be operating as a concessionaire, the prime retailer may be held 
jointly and severally liable for any sales and use taxes imposed on unreported retail sales 
made by the concessionaire while operating as a concessionaire. Such a prime retailer 
will be relieved of his or her obligation for sales and use tax liabilities incurred by such a 
concessionaire for the period in which the concessionaire holds a seller's permit for the 
location of the prime retailer or in cases where the prime retailer obtains and retains a 
written statement that is taken in good faith in which the concessionaire affirms that he or 
she holds a seller's permit for that location with the Board. The following essential 
elements must be included in the statement in order to relieve the prime retailer of his or 
her liability for any unreported tax liabilities incurred by the concessionaire: 

The seller's permit number of the concessionaire 
The location for which the permit is issued (must show the concessionaire's 
location within the perimeter of the prime retailer's location). 
Signature of the concessionaire 
Date 



While any statement, taken timely, in good faith and containing all of these 
essential elements will relieve a prime retailer of his or her liability for the unreported 
sales or use taxes of a concessionaire, a suggested format of an acceptable statement is 
provided as Appendix A to this regulation. While not required, it is suggested that the 
statement from the concessionaire contain language to clarify which party will be 
responsible for reporting and remitting the sales andlor use tax due on his or her retail 
sales. 

In instances where the lessor, or grantor of permission to occupy space, is not a 
retailer himself or herself, he or she is not liable for any sales or use taxes owed by his or 
her lessee or grantee. In instances where an independent retailer leases space from 
another retailer, or occupies space by virtue of the granting of permission by another 
retailer, but does not operate his or her business within the perimeter of the lessor's or 
grantor's own retail business, such an independent retailer is not a concessionaire within 
the meaning of this regulation. In this case, the lessor or grantor is not liable for any sales 
or use taxes owned by the lessee or grantee. 

(e) Agents. If agents make sales on behalf of a principal and do not have a fixed 
place of business, but travel from house to house or from town to town, it is unnecessary 
that a seller's permit be obtained for each agent if the principal obtains a permit for each 
place of business located in California. If, however, the principal does not obtain a permit 
for each place of business located in California, it is necessary for each agent to obtain a 
seller's permit. 

( f )  Inactive Permits. A seller's permit may only be held by a person actively 
engaged in business as a seller of tangible personal property. The Board may revoke a 
seller's permit where it finds that the person holding the permit is not actively engaged in 
business as a seller of tangible personal property. 

(1) Any person who holds a seller's permit but is not actively engaged in business 
as a seller of tangible personal property shall promptly surrender the permit by notifying 
the Board to cancel it. 

(2) Except as explained in paragraph (3) of this subdivision, a person holding a 
seller's permit will be held liable for any taxes, interest, and penalties incurred, through 
the date on which the Board is notified to cancel the permit, by any other person who, 
with the permit holder's actual or constructive knowledge, uses the permit in any way. 
For example, a permit holder may be held liable for tax, interest, and penalty actually 
incurred by his or her transferee where the transferee displays the permit in his or her 
place of business, or uses the permit number on a resale certificate, or files sales and use 
tax returns under the permit number. The permit holder has the burden of establishing 
that the Board received notice to cancel the permit. 

(A) The seller's permit holder may notify the Board by delivering the actual 
seller's permit to the Board with the clear request that the permit be canceled. Where the 
reason for cancellation is that the permit holder transferred the business, the permit holder 



should identify the name and address of the transferee at the time the permit is 
surrendered to the Board. The permit holder may also notify the Board by delivering a 
written statement or email to the Board that the permit holder has transferred or otherwise 
ceased the business, or will do so at a specified time, and requesting that the permit be 
canceled. The statement should identify the name and address of the transferee, if any. 
The permit holder may also provide this notice to the Board orally, but it will be 
presumed that such notice was not provided unless the Board's records reflect that the 
permit holder clearly notified the Board of the cessation or transfer of the business for 
which the permit was held. 

(B) The Board will also be regarded as having received notice of cancellation of 
the seller's permit, and the permit holder will be excused from liability for the tax, 
interest, and penalty incurred by another person using the permit, as of the date the Board 
receives actual notice of transfer of the business for which the permit was issued. It will 
be presumed such notice was not received by the Board unless the Board's records reflect 
that the Board received a clear notice of the cessation or transfer of the business for 
which the permit was held. For example, the Board's receipt of an application for a 
seller's permit from the transferee constitutes sufficient notice if it contains adequate 
information to show that the application pertains to the same business for which the 
permit was held. Notice to another state agency of a transfer or cessation of a business 
does not constitute notice to the Board. Rather, the Board must itself receive actual notice 
of the transfer or cessation of business. 

(3) Where the seller's permit holder does not establish that the Board received 
actual notice of the transfer of the business for which the permit was held and is thus 
liable for the taxes, interest, and penalties incurred by another person using that permit, 
that liability is limited to the quarter in which the business was transferred and the three 
subsequent quarters, and shall not include any penalties imposed on the other person for 
fraud or intent to evade the tax. However, these limitations (liability only for the quarter 
in which the business was transferred and the three subsequent quarters and no fraud or 
intent to evade penalty) do not apply where, after the transfer of the business, 80 percent 
or more of the real or ultimate ownership of that business is held by the permit holder. 
For these purposes, stockholders, bondholders, partners, or other persons holding an 
ownership interest in an entity are regarded as having the "real or ultimate ownership" of 
that entity. 

(g) Due Date of Returns -Closeout of Account on Yearly Reporting Basis. . . . 
(unchanged). 

(h) Buying Companies -General. . . . (unchanged). 

(i) Web Sites. . . . (unchanged). 

(i)Use Tax Permit - Qualified Purchasers. Except for the purchase of a vehicle, 
vessel, or aircraft, a person who meets all of the following, conditions is required to 
register and report and pay use tax directly to the Board: 



(1) The person is not required to hold a seller's permit. 

(12) The person is not required to be registered pursuant to Revenue and Taxation 
Code section 6226. 

(3) The person is not a holder of a use tax direct payment permit as described in 
Revenue and Taxation Code section 7051.3. 

(4) The person receives at least one hundred thousand dollars ($1 00,000) in woss 
receipts from business operations per calendar vear. 

(5) The person is not otherwise registered with the board to report use tax. 

The return must show the total sales price of the tangible personal property 
purchased by the qualified purchaser, the storage, use, or other consumption of which 
became subject to the use tax during the preceding calendar year, for which the qualified 
purchaser did not pay tax to a retailer required to collect the tax or a retailer the qualified 
purchaser reasonably believed was required to collect the tax. Notwithstanding Revenue 
and Taxation Code sections 645 1, 6452, 6452.1, and 6455, the returns for the 2009 
calendar vear and subsequent years shall be filed with the Board, together with a 
remittance of the amount of the tax due, on or before April 15 of the succeeding calendar 
year. 

Note: Authority cited: Section 705 1, Revenue and Taxation Code. Reference: Sections 
6066,6067,6070,6071.1,6072,6073,6075 and 6225075, Revenue and Taxation Code. 



CHANGES WITHOUT REGULATORY EFFECT UNDER 

CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100 


Statement of Explanation 

Changes to Title 18. Public Revenue 

Regulation 1699, Permits 

A. Factual Basis 

Statutes 2009, chapter 16 (Assem. Bill No. 18 (2009- 10 4th Ex. Sess.)), section 1, added Revenue 
and Taxation Code section 6225, to "require a qualified purchaser, as defined, to register with the 
State Board of Equalization and to report and pay by April 15 the use tax owed for the previous 
calendar year." (Legislative Counsel Digest.) Section 6225 expressly provides that: 

(a) In order to facilitate the collection of use tax imposed by this part, a qualified 
purchaser shall register with the board on a form prescribed by the board and shall 
set forth the name under which the qualified purchaser transacts or intends to 
transact business, the location of the qualified purchaser's place or places of 
business, and other information as the board may require. 

(b) Article 1 (commencing with Section 645 1) of Chapter 5 of this part shall apply 
to a qualified purchaser, except that a return showing the total sales price of the 
tangible personal property purchased by the qualified purchaser, the storage, use, 
or other consumption of which became subject to the use tax during the preceding 
calendar year, and which was not paid to a retailer required to collect the tax or 
which was not paid to a retailer the qualified purchaser reasonably believed was 
required to collect the tax, shall be filed, together with a remittance of the amount 
of the tax due, with the board on or before April 15. 

(c) A "qualified purchaser" means a person that meets all of the following 

conditions: 


(1) The person is not required to hold a seller's permit pursuant to this part. 
(2) The person is not required to be registered pursuant to Section 6226. 
(3) The person is not a holder of a use tax direct payment permit as described in 

Section 705 1.3. 
(4) The person receives at least one hundred thousand dollars ($100,000) in 

gross receipts from business operations per calendar year. 
(5) The person is not otherwise registered with the board to report use tax. 

(d) This section shall not apply to the purchase of a vehicle, vessel, or aircraft as 
defined in Article 1 (commencing with Section 6271) of Chapter 3.5 of this part. 

Furthermore, the provisions of Revenue and Taxation Code section 6225 requiring qualified 
purchasers to report and pay use tax by April 15 of each year became effective on January 1, 
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201 0, and apply to returns and taxes for the 2009 calendar year, which are due by April 15,201 0, 
and returns and taxes for subsequent years. 

Therefore, the State Board of Equalization (Board) proposes to add subdivision (j)to California 
Code of Regulation, title 18, section (Regulation) 1699, Permits, to read as follows pursuant to 
California Code of Regulations, title 1, section (Rule) 100, to conform to the current provisions 
of Revenue and Taxation Code section 6225; and the Board proposes to amend subdivisions (a) 
through (f) of Regulation 1699 to clarify that these subdivisions are referring to "seller's" 
permits. In addition, the Board proposes to add a citation to Revenue and Taxation Code section 
6225 to Regulation 1699's reference note and revise the reference note, which inadvertently cites 
Revenue and Taxation Code sections 6066 and 6075, instead of correctly citing Revenue and 
Taxation Code sections 6066 through 6075. 

The changes to Regulation 1699 are appropriate for processing under Rule 100 because the 
changes are without regulatory effect and do not materially alter any requirement, right, 
responsibility, condition, prescription, or other regulatory element of any California Code of 
Regulations provision. Furthermore, the changes are necessary to bring Regulation 1699 into 
conformity with the current provisions of Revenue and Taxation Code section 6225 and correct 
the citations in Regulation 1699's reference note. 

B. Proposed Amendments 

The Board proposes to amend Regulation 1699 to read as follows: 

Regulation 1699. Permits. 

(a) Seller's Permit In General -Number of Permits Required. Every person engaged in the 
business of selling (or leasing under a lease defined as a sale in Revenue and Taxation Code 
section 6006(g)) tangible personal property of a kind the gross receipts from the retail sale of 
which are required to be included in the measure of the sales tax, and only a person actively so 
engaged, is required to hold a seller's permit for each place of business in this state at which 
transactions relating to sales are customarily negotiated with his or her customers. For example: 

A seller's permit is required for a branch sales office at which orders are customarily 
taken or contracts negotiated, whether or not merchandise is stocked there. 

No additional permits are required for warehouses or other places at which merchandise is 
merely stored and which customers do not customarily visit for the purpose of making purchases 
and which are maintained in conjunction with a place of business for which a permit is held; but 
at least one permit must be held by every person maintaining stocks of merchandise in this state 
for sale. However, permits are required for warehouses or other places at which merchandise is 
stored and from which retail sales of such merchandise negotiated out-of-state are delivered or 
fulfilled. 

If two or more activities are conducted by the same person on the same premises, even though in 
different buildings, only one seller's permit is required. For example: 

A service station operator having a restaurant in addition to the station on the same 
premises requires only one seller's permit for both activities. 
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(b) Persons Selling in Interstate Commerce or to United States Government. A seller's permit is 
not required to be held by persons all of whose sales are made exclusively in interstate or foreign 
commerce but a seller's permit is required of persons notwithstanding all their sales (or leases 
under a lease defined as a sale in Revenue and Taxation Code section 6006(g)) are made to the 
United States or instrumentalities thereof. 

(c) Persons Selling Feed. Effective April 1, 1996, a seller's permit is not required to be held by 
persons whose sales consist entirely of sales of feed for any form of animal life of a kind the 
products of which ordinarily constitute food for human consumption (food animals), or for any 
form of animal life not of such a kind (nonfood animals) which are being held for sale in the 
regular course of business, provided no other retail sales of tangible personal property are made. 

If a seller of hay is also the grower of the hay, this exemption shall apply only if either: 

1. The hay is produced for sale only to beef cattle feedlots or dairies, or 

2. The hay is sold exclusively through a farmer-owned cooperative. 

(d) Concessionaires. For the purposes of this regulation, the term concessionaire is defined as an 
independent retailer who is authorized, through contract with, or permission of, another retail 
business enterprise (the prime retailer), to operate within the perimeter of the prime retailer's own 
retail business premises, which to all intents and purposes appear to be wholly under the control 
of that prime retailer, and to make retail sales that to the general public might reasonably be 
believed to be the transactions of the prime retailer. Some indicators that a retailer is not 
operating as a concessionaire are that he or she: 

Appears to the public to be a business separate and autonomous from the prime retailer. 
Examples of businesses that may appear to be separate and autonomous, while operating within 
the prime retailer's premises, are those with signs posted on the premises naming each of such 
businesses, those with separate cash registers, and those with their own receipts or invoices 
printed with their business name. 

Maintains separate business records, particularly with respect to sales. 

Establishes his or her own selling prices. 

Makes business decisions independently, such as hiring employees or purchasing inventory and 
supplies. 

Registers as a separate business with other regulatory agencies, such as an agency issuing 
business licenses, the Employment Development Department, and/or the Secretary of State. 

Deposits funds into a separate account. 

In cases where a retailer is not operating as a concessionaire, the prime retailer is not liable for 
any tax liabilities of the retailer operating on his or her premises. However, if a retailer is deemed 
to be operating as a concessionaire, the prime retailer may be held jointly and severally liable for 
any sales and use taxes imposed on unreported retail sales made by the concessionaire while 
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operating as a concessionaire. Such a prime retailer will be relieved of his or her obligation for 
sales and use tax liabilities incurred by such a concessionaire for the period in which the 
concessionaire holds a seller's permit for the location of the prime retailer or in cases where the 
prime retailer obtains and retains a written statement that is taken in good faith in which the 
concessionaire affirms that he or she holds a seller's permit for that location with the Board. The 
following essential elements must be included in the statement in order to relieve the prime 
retailer of his or her liability for any unreported tax liabilities incurred by the concessionaire: 

The seller's permit number of the concessionaire 

The location for which the permit is issued (must show the concessionaire's location within the 
perimeter of the prime retailer's location). 

Signature of the concessionaire 

Date 

While any statement, taken timely, in good faith and containing all of these essential elements 
will relieve a prime retailer of his or her liability for the unreported sales or use taxes of a 
concessionaire, a suggested format of an acceptable statement is provided as Appendix A to this 
regulation. While not required, it is suggested that the statement from the concessionaire contain 
language to clarify which party will be responsible for reporting and remitting the sales and/or 
use tax due on his or her retail sales. 

In instances where the lessor, or grantor of permission to occupy space, is not a retailer himself 
or herself, he or she is not liable for any sales or use taxes owed by his or her lessee or grantee. 
In instances where an independent retailer leases space from another retailer, or occupies space 
by virtue of the granting of permission by another retailer, but does not operate his or her 
business within the perimeter of the lessor's or grantor's own retail business, such an independent 
retailer is not a concessionaire within the meaning of this regulation. In this case, the lessor or 
grantor is not liable for any sales or use taxes owned by the lessee or grantee. 

(e) Agents. If agents make sales on behalf of a principal and do not have a fixed place of 
business, but travel from house to house or from town to town, it is unnecessary that a seller's 
permit be obtained for each agent if the principal obtains a permit for each place of business 
located in California. If, however, the principal does not obtain a permit for each place of 
business located in California, it is necessary for each agent to obtain a seller's permit. 

(0Inactive Permits. A seller's permit may only be held by a person actively engaged in business 
as a seller of tangible personal property. The Board may revoke a seller's permit where it finds 
that the person holding the permit is not actively engaged in business as a seller of tangible 
personal property. 

(1) Any person who holds a seller's permit but is not actively engaged in business as a seller of 
tangible personal property shall promptly surrender the permit by notifying the Board to cancel 
it. 

(2) Except as explained in paragraph (3) of this subdivision, a person holding a seller's permit 
will be held liable for any taxes, interest, and penalties incurred, through the date on which the 
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Board is notified to cancel the permit, by any other person who, with the permit holder's actual or 
constructive knowledge, uses the permit in any way. For example, a permit holder may be held 
liable for tax, interest, and penalty actually incurred by his or her transferee where the transferee 
displays the permit in his or her place of business, or uses the permit number on a resale 
certificate, or files sales and use tax returns under the permit number. The permit holder has the 
burden of establishing that the Board received notice to cancel the permit. 

(A) The seller's permit holder may notify the Board by delivering the actual seller's permit to the 
Board with the clear request that the permit be canceled. Where the reason for cancellation is that 
the permit holder transferred the business, the permit holder should identi@ the name and 
address of the transferee at the time the permit is surrendered to the Board. The permit holder 
may also notify the Board by delivering a written statement or email to the Board that the permit 
holder has transferred or otherwise ceased the business, or will do so at a specified time, and 
requesting that the permit be canceled. The statement should identify the name and address of the 
transferee, if any. The permit holder may also provide this notice to the Board orally, but it will 
be presumed that such notice was not provided unless the Board's records reflect that the permit 
holder clearly notified the Board of the cessation or transfer of the business for which the permit 
was held. 

(B) The Board will also be regarded as having received notice of cancellation of the seller's 
permit, and the permit holder will be excused from liability for the tax, interest, and penalty 
incurred by another person using the permit, as of the date the Board receives actual notice of 
transfer of the business for which the permit was issued. It will be presumed such notice was not 
received by the Board unless the Board's records reflect that the Board received a clear notice of 
the cessation or transfer of the business for which the permit was held. For example, the Board's 
receipt of an application for a seller's permit from the transferee constitutes sufficient notice if it 
contains adequate information to show that the application pertains to the same business for 
which the permit was held. Notice to another state agency of a transfer or cessation of a business 
does not constitute notice to the Board. Rather, the Board must itself receive actual notice of the 
transfer or cessation of business. 

(3) Where the seller's permit holder does not establish that the Board received actual notice of 
the transfer of the business for which the permit was held and is thus liable for the taxes, interest, 
and penalties incurred by another person using that permit, that liability is limited to the quarter 
in which the business was transferred and the three subsequent quarters, and shall not include 
any penalties imposed on the other person for fraud or intent to evade the tax. However, these 
limitations (liability only for the quarter in which the business was transferred and the three 
subsequent quarters and no fraud or intent to evade penalty) do not apply where, after the 
transfer of the business, 80 percent or more of the real or ultimate ownership of that business is 
held by the permit holder. For these purposes, stockholders, bondholders, partners, or other 
persons holding an ownership interest in an entity are regarded as having the "real or ultimate 
ownership" of that entity. 

(g) Due Date of Returns -Closeout of Account on Yearly Reporting Basis. . . . (unchanged). 

(h) Buying Companies -General. . . . (unchanged). 

(i) Web Sites. . . . (unchanged). 
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(j) Use Tax Permit -Qualified Purchasers. 

Except for the purchase of a vehicle, vessel, or aircraft, a person who meets all of the following 
conditions is required to register and report and pay use tax directly to the Board: 

(1) The person is not required to hold a seller's permit. 

(2) The person is not required to be registered pursuant to Revenue and Taxation Code 
section 6226. 

(3) The person is not a holder of a use tax direct payment permit as described in Revenue and 
Taxation Code section 705 1.3 and Regulation 1685. 

(4) The person receives at least one hundred thousand dollars ($100,000) in gross receipts 
from business operations per calendar year. 

( 5 ) The person is not otherwise registered with the board to report use tax. 

The return must show the total sales price of the tangible personal property purchased by the 
qualified purchaser, the storage, use, or other consumption of which became subiect to the use 
tax during the preceding calendar year, for which the qualified purchaser did not pay tax to a 
retailer required to collect the tax or a retailer the qualified purchaser reasonably believed was 
required to collect the tax. Notwithstanding Revenue and Taxation Code sections 645 1,6452, 
6452.1, and 6455, the returns for the 2009 calendar year and subsequent years shall be filed with 
the Board, together with a remittance of the amount of the tax due, on or before April 15 of the 
succeeding calendar year. 

Note: Authority cited: Section 705 1, Revenue and Taxation Code. Reference: Sections 6066= 
6075 and 62254375, Revenue and Taxation Code. 

Page 6 of 6 



Assembly Bill No. 18 

CHAPTER 16 

An act to amend Section 18661 of, and to add Sections 6225 and 18664 
to, the Revenue and Taxation Code, relating to taxation. 

[Approved by Governor July 28,2009. Filed with 
Secretary of State July 28, 2009.1 

LEGISLATIVE COUNSEL'S DIGEST 

AB 18, Committee on Budget. Taxation. 
The Sales and Use Tax Law requires a person conducting business as a 

seller of tangible personal property in this state to obtain a permit from the 
State Board of Equalization for each place of business and also requires a 
person selling tangible personal property for storage, use, or other 
consumption in this state to register with the State Board of Equalization. 

This bill would require a qualified purchaser, as defined, to register with 
the State Board of Equalization and to report and pay by April 15 the use 
tax owed for the previous calendar year, as provided. This bill would not 
apply to the purchase of a vehicle, vessel, or aircraft. 

The Franchise Tax Board administers the Personal Income Tax Law and 
the Corporation Tax Law. Existing law authorizes persons that are required 
to withhold taxes from recipients of income to require the recipients of the 
income to provide that person with the recipient's name and address. 

This bill would require the recipient of income to also provide the person 
paying the income with the recipient's social security number or other 
taxpayer identification number if requested by the person paying the income. 

Existing law provides that the Franchise Tax Board may, by regulation, 
require any person to withhold an amount, determined by the Franchise Tax 
Board to reasonably represent the amount of tax due, as specified, and to 
transmit the amount withheld to the Franchise Tax Board at a designated 
time. 

This bill would, in modified conformity with the federal income tax law, 
require backup withholding, as provided, at a rate of 7% on specified 
payments made on or after January 1, 2010, whenever such payments are 
subject to federal backup withholding. 

The California Constitution authorizes the Governor to declare a fiscal 
emergency and to call the Legislature into special session for that purpose. 
The Governor issued a proclamation declaring a fiscal emergency, and 
calling a special session for this purpose, on July 1, 2009. 

This bill would state that it addresses the fiscal emergency declared by 
the Governor by proclamation issued on July 1, 2009, pursuant to the 
California Constitution. 



Ch. 16 - 2 -

Thepeople of the State of California do enact as follows: 

SECTION 1. Section 6225 is added to the Revenue and Taxation Code, 
to read: 

6225. (a) In order to facilitate the collection of use tax imposed by this 
part, a qualified purchaser shall register with the board on a form prescribed 
by the board and shall set forth the name under which the qualified purchaser 
transacts or intends to transact business, the location of the qualified 
purchaser's place or places of business, and other information as the board 
may require. 

(b) Article 1 (commencing with Section 645 1) of Chapter 5 of this part 
shall apply to a qualified purchaser, except that a return showing the total 
sales price of the tangible personal property purchased by the qualified 
purchaser, the storage, use, or other consumption of which became subject 
to the use tax during the preceding calendar year, and which was not paid 
to a retailer required to collect the tax or which was not paid to a retailer 
the qualified purchaser reasonably believed was required to collect the tax, 
shall be filed, together with a remittance of the amount of the tax due, with 
the board on or before April 15. 

(c) A "qualified purchaser" means a person that meets all of the following 
conditions: 

(1) The person is not required to hold a seller's permit pursuant to this 
part. 

(2) The person is not required to be registered pursuant to Section 6226. 
(3) The person is not a holder of a use tax direct payment permit as 

described in Section 705 1.3. 
(4) The person receives at least one hundred thousand dollars ($100,000) 

in gross receipts from business operations per calendar year. 
(5) The person is not otherwise registered with the board to report use 

tax. 
(d) This section shall not apply to the purchase of a vehicle, vessel, or 

aircraft as defined in Article 1 (commencing with Section 627 1) of Chapter 
3.5 of this part. 

SEC. 2. Section 18661 of the Revenue and Taxation Code is amended 
to read: 

1866 1. When necessary to make effective the provisions of this article 
or Article 4 (commencing with Section 1863 I), the name, address, social 
security number, or other taxpayer identification number of the recipient of 
income shall be furnished upon demand of the person paying the income. 

SEC. 3. Section 18664 is added to the Revenue and Taxation Code, to 
read: 

18664. (a) (1) Section 3406 of the Internal Revenue Code, relating to 
the backup withholding, shall apply, except as otherwise provided. 

(2) For purposes of this section, the term "reportable payment," as defined 
in Section 3406(b) of the Internal Revenue Code, shall include payments 
of items of income as defined in Section 18662, and any regulations 
thereunder, with respect to rents, prizes and winnings, compensation for 
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services, including bonuses, and other fixed or determinable annual or 
periodic gains, profits, and income. 

(3) This section shall not apply to either of the following: 
(A) Payment of interest and dividends. 
(B) Any release of loan funds made by a financial institution in the normal 

course of business. 
(4) For the purposes of subparagraph (B) of paragraph (3), "financial 

institution" means any of the following: 
(A) A depository institution, as defined in Section 1813(c) of Title 12 of 

the United States Code. 
(B) An institution-affiliated party, as defined in Section 18 13(u) of Title 

12 of the United States Code. 
(C) Any federal credit union or state credit union, as defined in Section 

1752 of Title 12 of the United States Code, including an institution-affiliated 
party of a credit union, as defined in Section 1786(r) of Title 12 of the United 
States Code. 

(b) The amount of tax to be withheld shall be computed by applying a 
rate of 7 percent to the reportable payment. 

(c) Where withholding under both this section and other provisions of 
this article would otherwise be required, withholding shall only be required 
under this section. 

(d) Any payer required to withhold tax pursuant to this section shall 
notify the payee of such withholding at a time and in a manner as may be 
prescribed in forms and instructions by the Franchise Tax Board. 

(e) This section shall apply to payments made on or after January 1,2010. 
SEC. 4. The provisions of this measure are severable. If any provision 

of this measure or its application is held invalid, that invalidity shall not 
affect other provisions or applications that can be given effect without the 
invalid provision or application. 

SEC. 5. This act addresses the fiscal emergency declared by the Governor 
by proclamation on July 1,2009, pursuant to subdivision ( f )  of Section 10 
of Article IV of the California Constitution. 
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State of California Board of Equalization 

M e m o r a n d u m  

To : Mr. Ramon J.  Hirsig Date: January 7, 2010 
Executive Director, MIC:73 

From : Kristine Cazatld, Chief 
Legal Department, 

Subject : Regulatio~l1699. Per.nzi/s 
Chief Cou~~sel 's Rulemaking Calendar 

Board Meeting-January 27,201 0 


Statutes 2009, chapter 16 (Assem. Bill Nu.  18 (2009-10 4 I h  Ex. Sess.)), section 1, added 
Revenue and Taxation Code section 6225 to require "qualified purchasers" to register with 
the Board and report and pay the use tax owed for purchases made during the calendar year. 
To incorporate the new statutory provisions, we request your approval to place proposed 
revisions to Sales and Use Tax Regulation 1699 on the Chief Counsel's Rulemaking 
Calendar 011 January 27, 2010, for Board authorization to amend the regulation under 
Rule 100, without the nonnal notice and public hearing process. The revisions add a new 
subdivision ij),nuke clarifying changes to the text of Regulation 1699, subdivisions (a) 
through (9,and update Regulation 1699's reference note. The changes are appropriate for 
processing under Rule 100 because they make the regulation consistent with a statutory 
change and updatc the regulation's reference note. 

Attached is thc Statenlent of Explanation, which inclsldes a detailed description of the 
propost:d changes to Regtilation 1699 and a strikeout and underlined version of the 
regulation. 

Yf you have any questions regarding this request, please let me know or contact Mr. Bradley 
Hellei at 224-2657. 

Reco~nnlendationby: Approved: 

A//
Ramon J .  Hirsig, Executive Director 

Approved: BOARD APPROVED 
At the ~T?-IcBoard Meetingt 

Ir j 

@&, 74 J;;./:J-
J 

Diane o l d n ,  Chief 
Board Proceedings Division 



Mr. Ramon J. Hirsig, Executive D ~ ~ e c t o r  January 7,2010 

Attachments 

cc: Ms. Kandie L. Henry (MIC 43) 
Ms. Diane Olson (MIC 80) 
Mr. Randy Ferris (MIC 82) 
Mr. Bradley M. Heller (MIC 82) 
Mr. Jeffrey L. McGuire (MIC 92) 
Mr. Geoffrey E. Lyle (MIC 50) 
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Proposed revisions to Regula 1699 January 2010 

Regulation 1699. PERMITS 

I Reference Sectlons 6066- and 6225 +-, Revenbe and Taxat~onCode 

I (a) SELLER'S PERMIT IN GENERAL - NUMBER OF PERMITS REQUIRED. Every person engaged in the 
business of selling (or leasing under a lease defined as a sale in Revenue and Taxation Code section 6006(g)) 

I 
tangible personal property of a kind the gross receipts from the retail sale of which are required to be included in the
measure of.the sales tax, and only a person actively so engaged, is required to hold a seller's permit for each place of 
business in this state at which transactions relating to sales are customariiy negotiated with his or her customers. For 
example: 

( A seller's permit is required for a branch sales office at which orders are customarily taken or contracts 
negotiated, whether or not merchandise is stocked there. 

No additiofial permits are required for warehouses or other places at which merchandise is merely stored and which 
customers do not customarily visit for the purpose of making purchases and which are maintained in conjunction with 
a place of business for which a permit is held; but at least one permit must be held by every person maintaining 
stocks of merchandise in this state for sale. However, permits are required for warehouses or other places at which 
merchandise is stored and from which retail saies of such merchandise negotiated out of state are delivered or 
fulfilled. 

I If two or more activities are conducted by the same person on the same premises, even though in different buildings,
only one seller's permit is required. For example: 

I 
A service station operator having a restaurant in addition to the station on the same premises requires only one 
seller's permit for both activities.

I -(b) PERSONS SELLING IN INTERSTATE COMMERCE OR TO UNITED STATES GOVERNMENT. A seller's 
permit is not required to be held by persons all of whose sales are made exclusively in interstate or foreign commerce 

( but a seller's permit is required of persons notwithstandingall their sales (or leases under a lease defined as a sale in 
Revenue and Taxation Code section 6006(g)) are made to the UnitedStates or instrumentalitiesthereof. 

I (c) PERSONS SELL,INGFEED. Effective April 1, 1996, a seller's permit is not required to be held by persons whose 
sales consist entirely of sales of feed for any form of animal life of a kind the products of which ordinarily constitute 
food for human consumption (food animals), or for any form of animal life not of such a kind (nonfood animals) which 
are being held for sale in the regular course of business, provided no other retail sales of tangible personal property 
are made. 

If a seller of hay is also the grower of the hay, this exemption shall apply only if either: 

1 .  The hay is produced for sale orlly to beef cattle feedlots or dairies, or 

2. The hay is sold exclusiv~lythrough a farmer-ownedcooperative. 

(d) CONCESSIONAiRES. For the purposes of this regulation, the term concessionaire is defined as an independent 
retailer who is authorized, through contract with, or perrnission of, another retail business enterprise (the prime 
retailer), to operate within the perimeter of the prime retailer's own retail business premises, which to all intents and 
purposes appear to be wholly under the control of that prime retailer, and to make retail sales that to the general 
public might reasonably be believed,to be the transactions of the prime retailer. Some indicators that a retailer is not 
operating as a concessionaireare that he or she: 

Appears to the public to be a business separate and autonomous from the prime retailer. Examples of 
businesses that may appear to be separate and autonomous, while operating within the prime retailer's 
premises, are those with signs posted on the premises naming each of such businesses, those with 
separate cash registers, and those with their own receiptsor invoices printed with their business name. 

Maintains separate business records, particularlywith respect to sales. 

Esiablishes his or her own seiling prices. 

Makes business decisions independently,such as hiring employees or purchasing inventory and supplies. 
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Registers as a separate business with other regulatory agencies, such as an agency issuing business 
licenses, the Employment Development Department, and/or the Secretary of State. 

Deposits funds into a separate account. 

In cases where a retailer is not operating as a concessionaire, the prime retailer is not liable for any tax liabilities of 
the retailer operating on his or her premises. However, if a retailer is deemed to be operating as a concessionaire, the 
prime retailer may be held jointly and severally liable for any sales and use taxes imposed on unreported retail sales 
made by the concessionaire while operating as a concessionaire. Such a prime retailer will be relieved of his or her 

I 
obligation for sales and use tax liabilities incurred by such a concessionaire for the period in which the concessionaire
holds a seIIerrsnermi! for the location of the prime retailer or in cases where the prime retailer obtains and retains a 
written statement that is taken in good faith in which the concessionaire affirms that he or she holds a seller's permit 
for that location with the Board. The following essential elements must be included in the statement in order to relieve 
the prime retailer of his or her liability for any unreported tax liabilities incurred by the concessionaire: 

1 The seller's permit number of the concessionaire 

* The location for which the perniit is issued (must show the concessionaire's location within the perimeter of 
the prime retailer's location) 

Signature of !he concessionaire 

Date 

While any slateriient, taken timely, in good faith and containing all of these essential elements will relieve a prime 
retailer of his or her liability for the unreported sales or use taxes of a concessionaire, a suggested format of an 
acceptable statement is ptovided as Appendix A to rhis regulation. While not required, it is suggested that the 
statement from the concessionaire contain language to clarify which pariy will be responsible for reporting and 
remitting the sales and/or use tax due on his or her retail sales. 

In instances where the lessor, or grantor of permission to occupy space, is not a retailer himself or herself, he or she 
is not liable for any sales or use taxes owed by his or her lessee or grantee. In instances where an independent 
retailer leases space from another retailer, or occupies space by virtue of the granting of permission by another 
retailer, but does not operate his or her business within the perimeter of the lessor's or grantor's own retail business, 
such an independent retailer is not a concessionaire within the meaning of this regulation. In this case, the lessor or 
grantor is not liable for any sales or use taxes owed by the lessee or grantee. 

(e) AGENTS. If agents make sales on behalf of a principal and do not have a fixed place of business, but travel from 
house to house or from tpwn to town, it is unnecessary that a seller's permit be obtained for each agent if the 
principal obtains a permit for each place of business located in California.- If, however, the principal does not obtain a 
permit for each place of business located in California, it is necessary for each agent to obtain a seller's permit. 

(f) INACTIVE PERMITS. A seller's permit may only be held by a person actively engaged in business as a seller of 
tangible pers.3nal property. The Board may revoke a seller's permit where it finds that the person holding the permit is 
not actively engaged ir! business as a sel!er of tangible personal property. 

(1) Any persori who holds a sellets permit but is nut actively engaged in business as a seller of tangible 
personal property shall prol?iptlysurrender the permi: by notifying the Board to cancel it. 

(2) Except as explained in paragraph (3)of this subdivision, a person holding a seller's permit will be held liable 
for any taxes, interest, and penalties incurred, through the date on which the Board is notified to cancel the permit, by 
any other person who, with the permit holder's actual or ccsns'iructive knowledge, uses the permit in any way. For 
example, a pafmii t~oldermay be held liable for tax, i~terest,arld penalty actually incurred by his or her transferee 
where the transferee displays the permit in his or her place of business, or uses the permit number on a resale 
certificate, or files sales and use tax returns under the permit number. The permit holder has the burden of 
establishing that the Board received notice to cancel the permit. 

I (A) The seller's permit holde: may notify the Board by delivering the actual seller's permit to the Board with 
the cleat request that the pPrmit be c;anceled. Where the reason for cancellation is that the permit holder transferred 
the business, the permit bolder shou!d identify the name and address of the transferee at the time the permit is 
surrendered to the Board. The permit holder may aiso notify the Board by delivering a written statement or email to 
the Board ~ h a tthe pernetitholder has transferred or otl'iervvise ceased the business, or will do so at a specified time, 
and requesting that the perinit be cance!ed. The statsment should identify the name and address of the transferee, if 
any. The pennit h~ ldermay' also provide this notice to the Board orally, but it will be presumed that such notice was 
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not proviciecl uniess :he Bearc-1's records reflect that !he permit hoider clearly notified the Board of the cessation or 
transfer of me business for whicn the permii was heid. 

I (B)The Boaro will also be regarded as having ieceived notice of cancellation of the seller's permit, and the 
permit holder will be excused from liability for the tax, interest, and penalty incurred by another person using the 
permit, as of the date ;he Board receives actual ilotice of tt-ansfer of the t!usiiless for which the permit was issued. It 
will be presumed siict-i notice was not received by the Bsarj ari!ess the Board's records reflect that the Board 
received a ciear notic? of the cl3ssation or trar~sfer of the busir\evs for whrch the permit was held. For example, the 
Board's receipt of ar. appii~at~onfor a snllav's permit from the transferee constitutes sufficient notice if it contains 
adequate infornlation to show that li7e application pertains to the sarne business for which the permit was held. Notice 
to another s,ae age.ii:y of a transfer or cessatiori of a business does not constitute notice to the Board. Rather, the 
Board must itself receive actual notice c;f the trarister or cessation of b~rsiness. 

( (3) Where the ssd!?'gperrnit holder floes no! establish that the Board received actual notice of the transfer of 
the busiiiess for which the permit was heid and is thas iiable for the taxes, interest, and penalties incurred by another 
person usicg that peimit, that Itability is limited to the qitartet in which the business was transferred and the three 
subsequeni quarters, aiid shall noi triclude any pe~:alties imposed on the other person for fraud or intent to evade the 
tax. However, ihese iirrlitations (liability only for the quarter i:i which the business was transferred and the three 
subsequent quarlers arid no fraud or intent to evade penalty) do not apply where, after the transfer of the business, 
80 percent or moit?::,f the raal of iikimate owne:ship of that busness is held by the permit holder. For these purposes, 
stockholdeis b~ i i dk r i ~ ! d~ l ' ~ ,pa~-ir,e:s, or otne: persons tiolding ai3 o~vnership interest in an entity are regarded as 
having the "ieai or uiiirnate cwne,-si-lip" oi  that entity. 

(g) DUE DATE OF RETURNS - CLOSEOUT OF P,CCBIJMT ON YEARLY REPORTING BASIS. Where a person 
authortzed to file talc ieturris 011 a year!$ basrs t ~ans f~~ rs  the business to another person or discontinues it before the 

a closrrlg vetL:~n skcail be f ~ l e j  wltn the Board on cr befote the last day of the month following 
the close ~f trle caieiiaar qua'ter I ! (\.vhl(.h the o~srness rdas transfeired or drscont~nued 

(h) BUYtNG COWPFAM1F.S - GENERAL. 

(1)  DEFINIT:C)N. For the pui'posa of this iegulation, a buying compariy is a legal entity that is separate from 
another legal entify ihai owns, controls, or is otiieruvise related to, the buying company and which has been created 
for the putpz'se cf periorrnlng adr~in!str'ati\ie i'giictions, inclilciirly acquiririg goods and services, for the other entity. It 
is presurneti thai #re suying conipany is formed for the operalic~nal reasons of the entity which owns or controls it or 
to hhich it is ot;~ei.~vise related. A huyil~gcorryany formed, however, for the sole purpose of purchasing tangible 
perso-ial prc7:srty $ % : E X  P;r resa!e to tl-e entity which s.~vr)sor controls it or to which it is otherwise related in order to 
re-direct loczil sales tax from the Iocalioii~s) ot the vendor(sj to the 1oc:a:ion 3f the buying company shall not be 
recognized ss a sop?nite legal entity1 fiorr the re!atecl ccrnpan!/ on whose behalf it acts for purposes of issuing it a 
seller's peiwit. Seim?"i a h!rying cornpar;/ s!iall ngt be issued a seller's permit Sales of tangible personal property to 
third parties :vill be rej i rded as havifig been made Sj: tl:e entity owning, controlling, or otherwise related to the buying 
company. ,4 bdyii:y LC~iripany &-#atis i.,oi formed fo; the sole purpose of so re-directing local sales tax shall be 
recognized ns a $e:-.at::ts legal entity ?:om the related conipany on whose behalf it acts for purposes of issuing it a 
seller's pet.mit. Sr-~ch 3 buying cornp:=l:y shall be issijed a scller's permit and shall be regarded as the seller of 
tangible pewonal ;)rr:i-wty 'f sells or lei- ses. 

(2) ELCNIEPY1-S.A buieir;g company is not formed io: tne sole purpose o i  re-directing local sales tax if it has one 
or more of t i -?  f ~ l ; o u ~ ; ~g ele~r~ent:~;: 

(A) Adds a markrip t.; its cost of goods sold ir: an ;mount sirfficient to cover its operating and overhead 
expenses. 

(El) Issues invoke of. o!.i;e;;'iiae aczou11l.s for :he tra::saction. 

The absqr1,-. ot ::,.:cr + b - aeIer>~t?ls rnd~catlvecf a sole purpose to redrrect local sales tax. IS  r10: 

(i) WE5  SITES. 1:I(.: Iosaiicn of a ca;.~l;uter se.!iver or; which a web site resides may not be issued a seller's permit 
for sales I;;: pui'puses except whei~ li1e retailer has a proprietary ii~rerast ~7 the server and the activities at that 
location oiherwiss qddiib f(;r a seller's $errnit under this regulation. 

I 
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Except for the purctiase of a vehicle, vessel, or aircraft. a person who meets all of the followina conditions is reauired 
to reaister and recort and P ~ Vuse tax diri?ctIv to the Board-; 

I (1) The peisori is not reauired to hold a seller's~ e l m i i .  

I 12) The person is not reauired to be reaistered pursuant to section 6226. 

I (3) The person is not a holder of a use tax direct pavment permit as described in section 7051.3 and 
Reaulation 1685. 

/4) The uersvri receibes at least one hundred thousand dollars ($100.000) in aross recei~ts from business 
o~erations per caiecdar \/ear, 

(5) The 0erson.i~ hot otherwise reaistered with the board to report use tax. 

The returr: must sho\n/;heotal sales price of the tanaitle personal DroDertv purchased bv the aualified ~urchaser. the 
storaae, usse, or 0th8r consurn~tion of i ~h i ch  became subiect to the use tax durina the ~recedina calendar vear, for 
which the ciualified purchaser did not pav tax to a retailer reauired to collect the tax or a retailer the aualified 
purchaser rsasonabrk- believed was reauired to collect the tax. 
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Appendix A 

Certification of Permit-Concessionaires 

I certify that I operate an independent business at the premises of the following retailer and that I hold a valid seller's 
permit to operate at this location, as ncted below. I further understand that I will be solely responsible for reporting all 
sales that make ?I: those premises and remitting all applicable sales and use taxes due to the Board of 
Equalization: 

Name of retailer on whose premises I operate my business: 

Location of premises: -..--..--- ----. --

I hereby certify that the foregoing information is accurate and true to the best of my knowledge: 

Certifier's Signature: Date: 

Certifier's Piinted Name: - --- --. ---

Certifier's Seller's Pernlit Number: -

Certifier's Business Name and Address:* 

Certifier's "~ziaphci-e Yurnber: 

* Please Note: The certifier must be regisiered to do business at the location of the retailer upon whose 
premises he or she is making retail sales. 



CHANGES WITHOUT REGULATORY EFFECT UNDER 

CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100 


Statement of Explanation 

Changes to Title 18. Public Revenue 

Regulation 1699, Pcr~~zits 

A. Factual Basis 

Statutes 2009, chapter 16 (Assem. Bill No. 18 (2009-1 0 4thEx. Sess.)), section 1, added Revenue 
and Taxation Code section 6225, to "require a qualified purchaser, as defined, to register with the 
State Board of Equalization and to report and pay by -4pril 15 the use tax owed for the previous 
calendar year." (Legislative Counsel Digest.) Section 6225 expressly provides that: 

(a) In order to facilitate the collection of use tax imposed by this part, a qualified 
purchaser shall register with the board on a form prescribed by the board and shall 
set forth the name under which the qualified purchaser transacts or intends to 
transact business, the location of the qualified purchaser's place or places of 
business, and other infonnation as the board may require. 

(b) Article 1 (commencing with Section 6451) of Chapter 5 of this part shall apply 
to a qualified purchaser, except that a return showing the total sales price of the 
tangible personal property purchased by the qualified purchaser, the storage, use, 
or other consulnption of which became subject to the use tax during the preceding 
calendar year, and which was not paid to a retailer required to collect the tax or 
which was not paid to a retailer the qualified purchaser reasonably believed was 
required to collect the tax, shall be filed, together with a remittance of the amount 
of the tax due, with the board on or before April 15. 

(c) A "qualified purchaser" means a person that meets all of the following 

conditions: 


(1) The person is not required to hold a seller's pennit pursuant to this part. 
(2) The person is not required to be registered pursuant to Section 6226. 
(3) The person is not a holder of a use tax direct payment permit as described in 

Section 705 1.3. 
(a) The person receives at least one hundred thousand dollars ($100,000) in 

gross receipts from business operations per calendar year. 
(5) The person is not otherwise registered with the board to report use tax. 

(d) This section shall not apply to the purchase of a vehicle, vessel, or aircraft as 
defined in Article 1 (commencing with Section 6271) of Chapter 3.5 of this part. 

Therefore, the State Board of Equalization (Board) proposes to add subdivision (j) to California 
Code of Regulation, title 18, section (Regulation) 1699, Pcl.mits, to read as follows pursuant to 
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California Code of Regulations., titlc 1, sect ion (R~ilc) 100, to co~ifonii to tlie cussent provisions 
of Revenue ancl 7 axation Code sectiol? 6225: 2nd till;: Boa]-d proposes to amend subdivisions (a) 
through (f) of Regulation 1699 to clarify that these subdivisions are referring to "seller's" 
perniits. In addition, the Board proposes to add a citation to Revenue and Taxation Code section 
6225 to Regulation 1699's ref'erencc note and se~vise t l~e  reference note, which inadvertently cites 
Revenue and 7'axation Code sections 6066 and 6075. instead of correctly citing Revenue and 
Taxation Code sections 6066 tlisough 6075. 

The changes to Regulation 1099 are appropriate for yrocessirlg under Rule 100 because the 
changes arc without regulatory eff'ect and do 1-10! ~naterially alter any requirement, right, 
responsibility, condition, PI-escriptio~i, or ot1,er regulatory element of any California Code of 

Regulations provision. Ful-tl~ennore, the cilanges are iiecessary to bring Regulation 1699 into 

conforlnity wit11 the current provision:; of Revenue at-~ilTaxation Code section 6225 and correct 

the citations il l  Regulation 1699's re!'crence liote. 


B. Proposed Axrae~idlnae~lts 

The Boarcl proposes to amend Regulation 1699 to scad as follows: 

Regulation 1699. Permits. 

(a) Seller's Pernlit In C;eneral -Number of Pelnii ts Kecluired. Every person engaged in the 
business of selling (or leasing un3er il lease clefit-led as a sale in Revenue and Taxation Code 
section 6OOCi(g)) tangible personal propel-ty o f  a I<ilici the gross receipts fi-om the retail sale of 
wliicli are I-eyuireti to be included in tlie rneasure of the sales tax, and only a person actively so 
engaged, is seyuil-cclto hold a seller's per~~ii t  Sor each place ofbusiness in this state at which 
transactions relating to sales are cuslomarily negotiated with lijs or her customers. For example: 

A seller's perni~t IS required for a brand1 sales office at whlch orders are customarily 
taken or co,itra,:ts negotiated, ~~11ctIiel- 01.not merchandise is stocked there. 

No additional per lnits are scquired Ibr warehoases or other placcs at which merchandise is 
merely stolec'l an(' wli~ch customers c i o  not customarily b~slf.for tlic purpose of making purchases 
and ~vhlcli arc n~air~ta~ned ~ t l t l ia place oi'busrness fbr wlilch a permit is held; but in  coni~~rri~tron 
at least one p c l n ~ ~ t  stocks of merchandise in this state niust be held Ily evcry pclson n~a;ntain~ng 
for salc I-Iowe~cr.. \)e:tnits arc 1.tqui1 ed for w~:~rel~ouses ol otlier places at which merchandise is 
stored and from L\h1c11 retail salr::; of SLILII niel.cl~and~:,~ out-of-state are delivered or ncg~t~ated  
fulfilled. 

If two or lore activities are (:oriducted by the same person on thc same premises, even though in 
different buildings. only one ~;elIc:r's~permi t is rcquired. For example: 

(I 

A servi~estation ope~.atoi. having i j  resiausanl in addition to the station on tlie saine 
pse~nises requii.cs on1y ;)i?C scllcr's pci-i~lit for I-~otl~activities. 

(b) Persolis Sci111ig111 i~itelstate (.'oilllne~cc or to Un~ied Stdtcs Government. A seller's permit is 
not recluircd to bc held by I7crs~)nsall of ~!lioses,tles alc made cxcluslvely in interstate or foreign 
commerce but a 3cller's pel-mit IS  reclu~red of-persons ~~otwithstanding all their sales (or leases 
under a leasc dcfinecl as a sale 111 Ttcvcnuc and 1axation ('ode sect~on 6006(g)) are made to the 
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United States or ii~stru~nentalitiesthereof. 

(c) Persons Selling Fecd. Effective April 1 ,  1996. a seller's pcr~iiitis not required to be held by 
persons whose sales consist entirely of sales of Seed fin any fo1-111of animal life of a kind the 
products of w11icl-1ordinarily constitute food lbr human consumplio~i(food animals), or for any 
fonn of animal life not of sucll a ktrid (nonfood animals) which are being held for sale in the 
regular course of business, provided no other retail sales of tangible personal property are made. 

If a sellel of hay is also the grower of the hay, this exemption shall apply only if either: 

1. The ha)*is produced for sale only to beef cattlc kedlots or dairies, or 

2. The hay is sold exclusively through a faniier-owned coopcsative. 

(d) Concessionaires. For the purposes of this regulation, tile tenii concessionaire is defined as an 
independent retailer who is authorized, through contract with, or petmission of, another retail 
business enterprise (thc prime retailer), to operate within the perimeter of the prime retailer's own 
retail business premises, wliicll to all intents and purposes appear to be wholly under the control 
of that prime retailer, and to ~nalteretail sales that to the generai public might reasonably be 
believed to be tlic transactions of the prilne retailer. Son~eindicators that a retailer is not 
operating as a cosicessionaire arc ilial he CIS she: 

Appears to thc public to be a business separate and autonomous from the priine retailer. 
Exai~lplesof businesses that may appear to be separate and autonomous, while operating within 
the prime retailei.'~preniises, are those with signs posted on the premises naming each of such 
businesses, those wit11 separate cash registers, alld those with their ow11 receipts or invoices 
printed with their business name. 

Maintains separate business records, particularly with respect to sales. 

Establishes his os he1 oviiilselling priccs. 

Makes business dccisioiis indepcndeiitl)~,such as hiring eliiployees or purchasing inventory and 
supplies. 

Registers as a separatc business wilh other regulatory agei~cics,such as an agency issuing 
busiliess I~ceiiscs,thc Emplnyinent Development Department, a~idiorthe Secretary of State. 

Deposits funds into a separate account. 

I11 cases where a retailer is not operaiing as a concessionaire, the prime retailer is not liable for 
any tax liabilities of the retailer operating on his or her premises. However, if a retailer is deemed 
to be operating as a concessionaire, the priiiic retailer may be held jointly and severally liable for 
any sales and use taxes iniposetl on unrel>orted retail sales tiiade by the coticessionaire while 
operating as a concessionaise. Such a prime retailer will be relieved of his or her obligation for 
sales and use tax liabilities iucurrccl by s:~:h a concessionail-e for the period in which the 
concessitsiiaire holds a seller's permit for the locaiion of t l~epri~neretailer or in cases where the 
prime retailer obtains and retains a written stateiiient that is taken in good faith in which the 
concessionaire affirms that he or she holcls a seller's pc:rmit for that location with the Board. The 
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following csscntial elements 11iusthe itlcluded in the statement in order to relieve the prime 
retailer of his or lier liability fit-any unrej3orted tax liabilities incurred by the concessionaire: 

The seller's pennit n~uiiberof the concessiondire 

The location for which tlie permit is issued (must show the concessionaire's location within the 
perinieter of'tlic prime setailer's location). 

Signature of the concessionaire 

Date 

While ally statement. talten timely, in good faith ancl containing all of these essential elelnents 
will relieve a prime retailer of hls 01. her liabilitji for the unrepol-ted sales or use taxes of a 
concessionaire, a suggested fonnat of an acceptable statement is provided as Appendix A to this 
regulation. While not rcquired, i t  is suggested that the statenlent from the concessionaire contain 
language to clarify whicli party will be responsible for reporting and remitting the sales andlor 
use tax due on his or lier retail sales. 

In instances where the lessor, or grantor of perinissioii to occupy space, is not a retailer himself 
or herself, he or sllc is not liable for any sales or use taxes owed by his or her lessee or grantee. 
In instances where an independent retailer leases space from another retailer, or occupies space 
by virtue of the granting of permission by another retailer, but does not operate his or her 
business within the peri~ileterof the lessor's or grantol-'s own retail business, such an independent 
retailer is not a concessionaire within the meaning of this regulation. In this case, the lessor or 
grantor is not liable for any sales or use taxes owned by the lessee or grantee. 

(e) Agents. If agents make sales o n  behalf of a principal and do not have a fixed place of 
business, but travel fiom house to house or from town to town, it is unnecessary that a seller's 
perinit be obtained for each agent if the principal obtains a pennit for each place of business 
located in California li;  however, the principal does not obtain a pel-nlit for each place of 
business Iocatcd i l l  California, i t  is necessary for each agent to obtain a seller's permit. 

(f) Iiiactivc T'ernt~ts.A seller's pernilr niay only be hcld by a person actively engaged in business 
as a seller of t a ~ ~ g ~ b l cpersoiiiil property. The Board ma> revoke a seller's permit where it finds 
that the pelson holding the pem~itis not act~vclycnguged in business as a seller of tangible 
personal property. 

(1)  Any person who holds a seller's perniit but is not act i~~elyengaged in business as a seller of 
tangible personal property shall promptly surrender the permit by notiijling the Board to cancel 
it. 

(2) Except as expla~nedin paragraph (3) o f t h ~ ssubdlvis~on,a person hold~nga seller's permit 
will be ltcld l~ablcf i )~any taxej, i~ i te~ .c~t ,d!ld pe1l:iltles incurred, through the date on which the 
Board IS not~ficdto canccl thc p c i ~ n ~ l ,by any other pelson ~ 1 1 0 ,~vithtlie permit holder's actual or 
coiistructi~~cItnovvledgc, uscs the periiilt in any ilay. For exanl,~le,a perni~tholder may be held 
l~ablefor tax, luterest, and penalty actually ~ncurredby his or he1 transferee where the transferee 
d~splaysthe penn~ tIn 111s or her place of hus~ness,or uses the perm~tnuii~beron a resale 
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cel-t~ticatc.or files sales and use tax ~.cturns ul-idcr tlic pcrmit number. The permit holder has the 
burdell ot'cstabl~shing that thc Roard reccived noticc to cancel the permit. 

(A) The seller's I3ermrt holcler may notitj/ Ilic 13oard by dc l i~~cr i i~gthe actual seller's permit to the 
Board with the clear request that thc p e r n ~ ~ t  bc canceled. Wherc the reason for cancellation is that 
the ~,emiit holder transferred the busmess, the penlilt holder should identify the name and 
address oi'thc transferee at the t ~ m e  the pern~lt is surrendered to the Board. The permit holder 
inay also notify thc Board by del~vering a wntten statelnei~t or eniail to tlie Board that the permit 
holder has transferred or otherwise ceased the business, or n ~ ~ l l  do SO at a specified time, and 
requesting that the pcnn~t  be canceled. The statement should identify the name and address of the 
transferee, if any. 'I'hc permit holder inay also provide t h ~ s  lloticc to tlie Board orally, but it will 
be presu~t-~cd that such notice was not j)tov~deif unless the Board's records reflect that the permit 
holder clearly nottfied the Board of tlie cessation or transfer of the bus~ness for which the permit 
was held. 

(B) The Board will also be regarded as having received notice of cancellation of the seller's 
permit, and the permit liolder will be excused f-?om liability for the tax, interest, and penalty 
incursed by ar~other person usill2 the pernlit, s s  of tlie date the Roard receives actual notice of 
transfer ofthe business for which the penni t was issued. It will be presumed ,such notice was not 
received by the Board unless tlie Board's recorcls reflect that the Board received a clear notice of 
the cessation 01.transfer of tlie busiiiess fos which the pcmiit was held. For example, the Board's 
receipt of'an application for a :;eller1s penliit from tlic transferee constitutes sufficient notice if it 
contains adequate information to s l ~ o ~ vthat thc: ap~lication pertains to the same business for 
which the pennit was held. Notice lo another state agency of a transfer or cessation of a business 
does not constitute notice to the Roard. Rather, tlie Board nus st itself receive actual notice of the 
transfer oi- cessation of'business. 

(3) Where the seller's yennit holder does not establish that the Board received actual notice of 
the transfer ofrhe business for wh~cli the pel- nit was held and is thus liable for the taxes, interest, 
and penalties incurred by another pesson using that permit, thai liability is limited to the quarter 
in wliich the busirlcss was tran:,ftx-sed and the three subsequent quarters, and shall not include 
any penalties irnposcd on tlic oilier persoi-i for fi-auci or intent lo evade the tax. However, these 
limitation:; (liability or~ly for lhc: quarter in which the busincss mias transferred and the three 
subsequen: quasters and 110 fraud or intellt to evade penalty) do not apply where, after the 
transfer of the business, 80 perce~~tor moi.c oftlie real or ~lltiiiiate ownership of that business is 
held by the peri~iii lioidcr. For these purposes, stockholders, bo~~dliolders, partners, or other 
persons holding an ownersllip interest in an entity are regarded as having the "real or ultimate 
ownership" of that entity. 

(g) Duc Uate oi'I<eluin:, -('losi~ut of Account on Ycarly Rep<)rting Basis. . . . (unchanged). 

(h) Buying Coii-ipanies -General. . . . (unc:hangecl) 

(i) \xiel) S i m .  . . . (unclianged). 

( i )  Use Tax Pemlit -Cdual~ficc~il_ut chaccr:;. 

Except for llic purchasc o f a  v e l i ~ e .  vessel, or aircraft, a person who meets all of the following 
conditions is riy~l_l-cd to register and relxtrt and pay use tax directly to the Board: 



f 1 )  Tlic l3ersc)n is not required to tlold a scller's ~~eimit,  

f2)  7'11~pcrsori is iiot reclu&$ti to I?<: ~.egistc~cdpursuant to section 6226, 

(3) Thc person IS  not a 11oJies of a use tau direct payment pel-init as described in section 
-705 1.3 and Rerula'iion 1685. 

/4) Thc person receives at Ieilst onc hul~rlrcd thousand dollars ($1 00,000) in moss receipts 
fiorn busiiiess or>erations i ~ e r  c;ilei~dar year. 

( 5 )Thc 13ersoll isnot otherwise s e ~ i s t c r c ~ y l t h  tlic board to I-cport use tax. 

The return inust show the total sales price of'tlie tan~iblc  personal propei-ty purchased by the 
q u a l ~ f i c d m s e r .the storagc, use, or other c o ~ ~ s u ~ ~ i ~ ~ t i o i i  of ~v11ic;h became subiect to the use 
tax dur~njr t l ~  r,rt-cetliiig cale~icial year, hi.which tl?e qualified usc chaser did not pay tax to a 
retailer rguired t ' i  ~ollectthe tax  or 21 retailer :IIC qual~ficdpurcliaser reaso~lablv believed was 
required to collcct :11c tax. 

Note: Authority cited: Section 705 1,  Revenue rind Taxation Code. Reference: Sections 6066_ 
6075 and 6325W.Revenue a id  Taxation C'odc. 



2010 MINUTES OF THE STATE BOARD OF EQUALIZATION 

Wednesday January 27,2010 

Property Tax Rule 31 2, Hearings Record 

Bradley Heller, Tax Counsel, Tax and Fee Program Division, Legal Department, 
made introductory remarks regarding staffs request for authorization to complete a Rule 100 
change to Property Tax Rule 3 12 to update a reference to the Code of Civil Procedure. 
(Exhibit 1.4.) 

Action: Upon motion of Ms. Mandel, seconded by Mr. Horton and unanimously carried, 
Ms. Yee, Mr. Horton, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board approved 
the section 100 changes to Property Tax Rule 3 12, Hearings Record, as recommended by staff. 

Sales and Use Tax Regulation 1699, Permits 

Bradley Heller, Tax Counsel, Tax and Fee Program Division, Legal Department, 
made introductory remarks regarding staffs request for authorization to complete Rule 100 
changes to Regulation 1699 to incorporate the provisions of newly enacted Revenue and Taxation 
Code section 6225 regarding the registration of qualified purchasers. (Exhibit 1.5.) 

Action: Upon motion of Mr. Horton, seconded by Ms. Mandel and unanimously carried, 
Ms. Yee, Mr. Horton, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board approved 
the section 100 changes to Sales and Use Tax Regulation 1699, Permits, as recommended by 
staff. 

Sales and Use Tax Regulation 1 597, Property Transferred or Sold by Certain 
Nonprofit Organizations 

Bradley Heller, Tax Counsel, Tax and Fee Program Division, Legal Department, 
made introductory remarks regarding staffs request for authorization to complete Rule 100 
changes to Regulation 1597 to incorporate the provisions of newly enacted Revenue and Taxation 
Code section 60 18.9 pertaining to the requirements for 50 1 (c) organizations to be consumers of 
property transferred to their members. (Exhibit 1.6.) 

Mr. Heller reported that in the description of this item, the Public Agenda Notice 
erroneously referenced "50 1 (c)(3)" and should have referenced "50 1 (c)" instead. 

Action: Upon motion of Mr. Horton, seconded by Ms. Mandel and unanimously carried, 
Ms. Yee, Mr. Horton, Mr. Leonard, Ms. Steel and Ms. Mandel voting yes, the Board approved 
the section 100 changes to Sales and Use Tax Regulation 1597, Property Transferred or Sold by 
Certain NonproJit Organizations, as recommended by staff. 



BOARD OF EQUALIZATION 

REGULATORY ACTION IN ACCORDANCE 


WITH OAL SECTION 100 (CHANGE WITHOUT REGULATORY EFFECT) 


REASON FOR CHANGE (check those applicable) 

U renumbering, reordering, or relocating regulatory provision 

U deleting regulatory provision for which all statutory or constitutional authority has been 
repealed 

U deleting regulatory provision held invalid in a judgment that has become final, entered by 
a California court of competent jurisdiction, a US District Court located in the State of 
California, the US Court of Appeals for the Ninth Circuit, or the US Supreme Court 

U revising structure, syntax, cross-reference, grammar, or punctuation 

U changing an "authority" or "reference" citation 

X making consistent with changed California statute if (A) provision is inconsistent with 
and superseded by changed statute; and (B) Board has no discretion to adopt a change 
which differs in substance from this proposal 

Therefore, I recommend that these amendments be submitQed to OAL as a change without 
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After approval, forward to next on list. In the event of disapproval, return to preparer. 
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Sacramento, California 


January 27, 2010 
 I 
MS. OLSON: Our next item is J3, Sales and Use 
 I 

Tax Regulation 1699, Permits. 


MR. HELLER: And, again, staff is requesting 

the Board's authorization to complete Rule 100 changes 

to Regulation 1699 in order to incorporate recent 

amendments to -- or I should say the -- the addition of 

Revenue and Taxation Code 6225 regarding the 

registration and filing requirements for service 

businesses. 

MS. YEE: Okay. 


MR. HORTON: Move adoption. 


MS. YEE: Okay. Motion by Mr. Horton. 


MS. MANDEL: Second. 


MS. YEE: Second by Ms. Mandel. 


Without objection that motion carries. 


---ooo---
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